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Like Roaring Niagara... 


there's more to 
Cities Service 
than meets the eye! 


Viewed by more than 2,000,000 visitors 
each year, awesome Niagara Falls is 
more than a scenic place to honeymoon 
or test your skill with a camera. 

Niagara’s thundering waters also 
provide the low-cost, hydro-electric 
power that has given birth to one of the 
greatest industrial areas in the world. 

In a sense, oil company operations are 
like that. Millions of people, for exam- 
ple, quickly recognize the Cities Service 
emblem and the 19,000 stations this em- 
blem identifies. Few, however, ever see 
its drilling rigs at work, probing four 
continents for oil...and no one ever 
sees its thousands of miles of pipelines. 

These, however, are only part of the 
modern facilities in which Cities Service 
has already invested a billion dollars. 
Caring for tomorrow’s even greater 
needs will require further investment. 
Thus, just in the last two years, Cities 
Service spent over $350 million building 
for the future. 

Only in this way can America be 
given what she must have for progress 
—more jobs, more and better petroleum 
products. 





Through the low-cost, hydro- 
electric power created by Niag- 
ara’s thundering waters, has 
grown one of the world’s lead- 
ing industrial regions. Niag- 
ara also keeps a closely 
guarded secret — its age. Geol- 
ogists would like to know, but 
Lady Niagara isn’t talking. 
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en W. h orn th e Years Now and then you meet a man 


who seems young and vigorous to 


To uC h Lj g ht | y a degree that belies his age. 


People who have known him for 


years are apt to say admiringly, 
“How does he do it?” 





Often, part of the How is his ability 
to delegate some of his most 

taxing and time-consuming respon- 
sibilities— and to his advantage. 
One effective means is reliance on 
an Investment Management 
Account at the United States ‘Trust 
Company. 


Unrrep States [Rust Company 


or New York 
37 Broad Street, New York 4, New York 

















Keyed cutaway of a Nevins 40-foot yawl shows a few of the many places where Anaconda Marine Metals are used 





in building fine boats. Designed by Sparkman & Stephens, N. Y. Built by Nevins Yacht Yard, City Island, N. Y. 


How metals from Anaconda 
make smooth sailing for boatmen 








REFERENCE LIST 
FASTENINGS: 1 Keel and frame bolts, 2 screws for 
planking, fittings, and hardware—Everdur. 
FITTINGS: 3 turnbuckles, 4 cleats, 5 chocks, 
6 winches, 7 all spar fittings—Everdur. 
STRUCTURAL: 8 Hull strapping, 9 chain plates, 
10 mast step, 11 centerboard and 12 trunk, 
13 rudder strapping and fittings—Everdur. Power 
boat metal parts in slipstream or turbulence— 
naval brass, manganese bronze or 
phosphor bronze. 14 Rudder post—Tobin Bronze 
HARDWARE: Hinges, handles, 15 lights, trim, 
16 binnacle housing—brass or Everdur. 
POWER: 17 Propeller shafting—eTobin Bronze. For 
high speed, heavy duty—Tempaloy. Fuel line, 
18 muffler, 19 exhaust tubing—copper. 
20 Fuel tank—tinned copper or tinned Everdur. 
MISCELLANEOUS: 21 Plumbing for head and galley— 
copper tube with brass or bronze fittings. 
22 Water tanks—tinned copper or tinned Everdur. 








...and all industry 


Rough water, salt spray, brisk winds— 
the very elements that make boating the 
popular and thrilling sport it is—are 
also a boat’s relentless enemies. To 
withstand the twists and strains of even 
normal running and to stave off corro- 
sion’s attack, metals of many special 
kinds are required: For instance, 
Everdur® for fittings and fastenings; 
Tobin Bronze® and Tempaloy® for 
propeller shafting. 

Because the yawl above contains vir- 
tually every important metal part found 
on any type of pleasure boat, it illus- 


trates the numerous ways these Ana- 
conda Metals make for sound construc- 
tion and safer boating. The develop- 
ment of marine metals for pleasure, 
naval, and commercial craft demon- 
strates just one facet of Anaconda’s 
broad research program in the non- 
ferrous metal field. 

If you would like to receive a free 
copy of our illustrated twenty-pag; 
booklet, “Know the Metals in Your 
Boat,” write to Department 7, The 
Anaconda Company, 25 Broadway, 
New York 4, N. Y. 591744 


ANACONDA 


PRODUCERS OF: COPPER: ZINC* LEAD + ALUMINUM + SILVER 
GOLD + PLATINUM + PALLADIUM: CADMIUM: SELENIUM >* TELLURIUM 
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Trusts AND Es1 











file 


ec ve 


ig eltahe C 








ail cts ainaE a DN 


Paha: 


































































i: 


CP PAE A ME ILLS LUNN LEAL TE RRS tt tet re Qm itr Sr mo me 











ee Raa ais emery — hemos 


RUSTS 
Estates 


MAY 1959 
VoL. 98, No. 5 
FOUNDED 1904 





ARTICLES 


The Family Trust 


R. C. Short 418 


Adapting traditional patterns to modern concepts 


Pecuniary or Fractional Formula? 


William McGorry 422 


New look at choices for obtaining marital deduction 


Variable Annuities Vary 
Seven-year report on CREF 
Trust Growth in Bermuda 


464 
496 


R. McAllister Lloyd 
Theodore S. White 


Number 11 in series on Trusteeship Around the World 


TRUSTEESHIP IN CANADA 


Volume of Estates, Trusts and Agencies 
Report on Individual Retirement Savings Plans 


Use of Trust Film in Canada 
Correlating Personalized Services 


Trust Companies Association of Canada 


Canadian Trust Year in Review 


Quotes from Trust Company Reports 
Favorite Canadian Trustee Stocks 
Investment Powers Re-examined 


Public Relations: Doing What Comes Naturally 
Remedy for Inadequate Executor Compensation 


J. Fraser Coate 
C. A. Jerry 
Harold A. Saywell 
Highlights 
C. F. Harrington 
H. H. Webb 


PROFESSIONAL INVESTORS DIGEST 
(see also pages 458, 464, 471) 


Investment Seminar: Island Creek Coal Co. 


Overseas Investments 
Memos of the Month 
A Trustee’s Investment Trilemma 
Nuclear Energy Report 


Corporate Finance Analyses 
Moody’s Investors Yield Tables 


CURRENT EVENTS 


ee a lt et oe 406 
New Trust School Established ............ 420 
Personal Affairs Month ........................ 438 
Pennsylvania Trust Conference .......... .. 490 
Highlights of Annual Trust Reports .... 498 
Virginia Trust Conference Highlights.... 510 
Trustmen Issue Bar Statement ............ 513 
Estate Planning Council Activities -..... 514 


Equity Changes in Common Trust Funds 
Se ylPng Ses eee Re a a 
Investment Company Notes and lodes Set = eT ee 


414 
. 454 
452 
459 
462 
468 
472 
475 
479 


Martin E. Rooney 
Henry Ansbacher Long 

Vincent R. Fowler 
O. Rogers Flynn, Jr. 


DEPARTMENTS 


Federal Tax Notes S. J. Foosaner 511 
Pension Digest Hilary L. Seal 488 
Trust Operations........ George C. Barclay 503 


Trust Personnel Changes ...................... 493 
On the Publicity Front ......................:. 506 
NS IE a sss oss ccna teenme nose 508 
STE ores nec ee eee 515 
IG NNR nooo sco ckc eee nee 518 








P, PHILIP LACOVARA..........-. Managing Editor 
THOMAS L. FREDERICK......Investment Editor 
WILLIAM M. BRADNER.......... Associate Editor 
mM. Iateeo..................- Business Manager 
i  ~ SSeS Editorial Secretary 
F. M. JOHNSON.............. Circulation Manager 


Member of the 
Audit Bureau of Circulations 


@ 


Published monthly and copyright 1959 by 
eh CIARY PUBLISHERS, INC., 50 East 42nd 
.. New York 17, MUrray Hill 7-0310 


lei scala Representative: Grant Webb & 
Co., New York, Los Angeles, San Fran- 
cisco, Chicago, Detroit. 
Subscription: $5.00 a year; Canada $5.50; 
Foreign $6.00; Single Copies $1.00 


TRUsTs AND EsTATES is not to be considered as 
endorsing the views advocated in signed articles. 








. Detroit, seen from the 
Windsor; Ontario, shore, with Canadian 
Steamship Lines freight sheds in the fore- 
ground. Bulk carriers and train ferries are 
crossing between the two cities which are 
also connected by bridge and tunnel. This 
close association is symbolic of the growing 
interplay of trust business across the border. 
More and more, the assets of estates in 
one country include stocks, bonds, or real 
estate in the other. Trustmen, particularly 
in the bordering states and provinces, are 
finding it necessary to be familiar with 
fiduciary laws and practices across the line 
as well as in their own territory. In both 
countries trust business is growing rapidly. 
The total value of estates, trusts and agen- 
cies in Canada passed the $6 billion mark 
at the 1958 year-end. Trustmen from 
throughout the Dominion gathered in Toron- 
to on April 30 for the annual meeting of 
the Trust Companies Association of Canada, 
reported in this issue together with other 
data on trusteeship there. 

Photo from National Film Board sa Gone 

See Barc SRR AT A 
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CORRESPONDENCE 


A First for T&E 


“Congratulations” on your presenta- 
tion of the covers of the annual reports 
(center spread, April issue). This is 
something new and I am glad that one 
of my good friends did it. 

Preston E. Reed 
Executive Vice President 
Financial Public Relations Assn. 
Chicago 


Commercial Code Stimulus 


I am chairman of the Commercial 
Code Committee of the National Con- 
ference of Commissioners on Uniform 
State Laws. It is that committee’s func- 
tion to promote the passage of the Code 
in states which have not yet adopted it. 
I should very much like to have your 
permission to reprint the article entitled 
“Security Transfers Eased” which ap- 
peared in your February 1959 issue. We 
should, of course, state explicitly that the 
article is being reprinted as it appeared 
in your publication. 

Wm. A. Schnader 
Schnader, Harrison, Segal & Lewis 
Philadelphia 

Ep. Note: This permission, readily 
granted, is typical of requests from many 
quarters to use material from T&E for 
legislative and other purposes. 


Profitability of Trust Business 


I believe that you are right in your 
deduction that recent trust business is 
more profitable than most people realize. 
We make a study of our costs and earn- 
ings on an annual basis with respect to 
many agency accounts and tri-annually 
with respect to most of our trust ac- 
counts . . . Obviously, net would be 
materially increased if we were able to 
renegotiate all of the fees irrevocably set 
many years ago. 

We have made great strides in re- 
negotiation and have pretty well com- 
pleted the work, although there is still 
room for improvement. As annual and 
tri-annual cost studies are made, we re- 
view the accounts and determine whether 
fee increases are indicated and nego- 
tiable.” 


Vice President 
Girard Trust Corn Exchange Bank 
Philadelphia 


Robert E. MacDougall 


~ 2. 


@ Harlan Todd, trust officer of Peoples 
Bank of Dayton, recently addressed the 
local Mercator Club on Handling Busi- 
ness Interests in Trust. 
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CANADIAN TRUST ASSETS OF $6.3 BILLION at 
the end of 1958 increased during the year 
by more than $700 million, it was reported 
at the annual meeting of The Trust Com- 
panies Association of Canada with ade- 
quate personnel and rising costs principal 
management problems. A favorable legisla- 
tive climate and an evident determination 
to provide the best in fiduciary services 
to the expanding Canadian economy augur a 
bright future for Dominion trust institu- 
tions. The proceedings of the meeting are 
reported herein (p. 410). 


POPULARITY RATINGS ARE NO SURE GUIDE TO 
investment infallibility, as the Televi- 
Sion people are discovering in their line. 
This applies not only to "favorite fif- 
ties" of institutional investors but con- 
Siderably more to many "low-priced" stocks 
with which the novice has become so en- 
tranced. Security exchanges are issuing 
cautions and it might be well for banks 
also to seize the opportunity to do the 
public and themselves a good turn by 
emphasizing the "Saving graces" of profes- 
Sional investment advice and review. To- 
day's market recalls the Gilbert and Sul- 
livan line: "Things are seldom what they 
seem; Skimmed milk passes off as cream." 
~--eAnother angle to the Popularity pic- 
ture is the possibility of relatively 
greater opportunities for good yields and 
price-earnings ratios obtainable in some 
of the less glamorous industries or com- 
panies whose earnings have not been dis- 
counted so far or so fully. With this in 
view, the editors selected a leading coal 
producer for the 18th Investment Seminar 
(see p. 414). Like Steel and other indus- 
tries, coal has its off years but its 
leaders too have been able to show a most 
creditable overall performance. With new 
efficiencies this industry stands to more 
than recoup its "lost horizons" in loco- 
motives and home boilers through expansion 
of the basic central power market. 
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ARE WE PRICING OURSELVES OUT-OF-MARKETS? 
That is the big question — and danger — 
mark getting top billing at industrial 
and economic conferences and in the Press. 
Where buSinessmen gather the talk is of 
our own coSt=price escalator, and of the 
ability of the Common Market and foreign 
nations to undersell us, not only in their 
own areas but in America also. Lead edi- 
torial in Saturday Evening Post of April 
18 was titled "Is America Pricing Itself 
Out of its Own Markets?" Featured article 
in U.S. News & World Report of April 27 
asked "Is U.S. Pricing Itself Out of Mar- 
kets?" (cf. TE Dec. '58, p. 1097) Ex- 
port/Import figures show the pertinence of 
this query: e.g. the U.S. produced 54% of 
the world's steel in 1946 — less than one- 
third last year.......What answers are 
being given to this, and to the companion 
problems of unemployment and inflation? 
Resistance to cost-increasing wage raises 
and sufficient profits to pay for "more 
efficient tools" — says chairman Blough of 
U.S. Steel. Record wage increases, addi- 
tional "benefits" and shorter worktime 
— say United Steelworkers Union officials 
— or a strike. AS we editorialized in Jan- 
uary '58: unrealistic wages not only put 
us out of competition, but the price raises 
they beget leave our own people less and 
less disposable income after essentials; 
the new auto market is a ripe example of 
this situation. 








DRAFTSMEN MAY "OUTSMART" THEMSELVES by 
indiscriminate use of the fractional for- 
mula for obtaining the maximum deduction, 
in the opinion of one trustman with exten- 
Sive practical experience in this area 
(p. 422). Admitting the superiority of the 
fractional over the pecuniary formula in 
relation to capital gains, this author 
nevertheless believes that the former may 
open a virtual Pandora's box of problems, 
and that the pecuniary formula is perfect- 
ly serviceable in the great majority of 
cases. (Continued on page 4\'3) 
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May 1959 


From the Beginning... 


New York’s first bank has been so organized that senior 
officers take a personal interest in meeting requirements. 
You will find this idividualized attention especially 
valuable in estate, trust and investment matters. 


Main Office: 
48 Wall St., New York, N. Y. 


175th Anniversary of 
NEW YORK’S FIRST BANK 





MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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LAW DAY, U.S.A., observed throughout the 
country May 1, was coincidentally but most 
fittingly marked by the unanimous action 
of some 70 delegates at the annual meeting 
of the Trust Division, Georgia Bankers As- 
sociation, held at Atlanta on that date. 
Disturbed by the deterioration in the re- 
lationship between the Bar and corporate 
fiduciaries in certain sections of the na- 
tion, the group adopted a resolution af- 
firming the bases of the policy which has 
led to excellent rapport between the two 
groups locally. The Statement is set forth 
at p. 6815. 


EQUITY CHANGES in the first quarter re- 
ported to Trusts and Estates by 201 Common 
Trust Funds showed that the stocks of 21 
companies have been added to the year-end 
list of holdings. All but one of these were 
purchased by one Fund only. The greatest 
net increases in the number of Funds hold- 
ing stocks already on the overall list 
were for American Can, Bethlehem Steel, 
Standard Oil (N.J.) and Socony=-Mobil Oil. 
The full list of 218 companies in which 
new purchases were made and the 120 com- 
panies whose stock was sold out by one or 
more Funds is published at p. 452. 





SIMPLIFICATION OF FIDUCIARY SECURITY 
TRANSFERS will be accomplished under the 
Uniform Act of that title which has been 
passed in New York and a number of other 
States this year (see p. 503). A modified 
version of the Model Act prepared by a 





. ‘. ha ¢ ; 
100-foot memorial bell tower dedicated last month to Senator 
Robert A. Taft, in the shadow of the Nation’s Capitol. 
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TRUST LIBRARY OPENED 


Readers of Trusts AND EsTATEs are invited to use the 
facilities of the new Trust Library installed in its offices at | 


50 East 42nd Street in New York City. More than 600 vol- ? 


umes and hundreds of theses and reports comprise probably 
the most comprehensive library ever assembled in the fidu- 
ciary field, ranging from the earliest-editions of the works 
of Loring, Perry and Scott to the current loose-leaf services, 
Included are numerous related books on insurance, account- 
ing and taxation. An adjoining reading-room is available. 


Bound copies of Trust Companies and Trusts AND Es- 
TATES since 1904 are on the racks for easy accessibility. The 
magazine’s Topical Index as well as subject files provides 
quick reference for those seeking material and data for 
theses and speeches or in connection with studies, for exam- 
ple, on trust operations, will drafting, new business develop- 
ment, investments. In the latter area, a complete file of Com- 
mon Trust Fund portfolio reports from 1938 to date is also 
maintained. 





Committee of the American Bar Associa- 
tion's Section of Real Property, Probate 
and Trust Law, which had been adopted in 
Connecticut, Delaware and Illinois, the 
Act is designed to eliminate excessive 
documentation required by agents in trans- 
ferring securities held by fiduciaries... 
Two other major trends are notable from 
the legislative round-up (p. 515): modi- 
fication of the rules against perpetuities 
and accumulations, and validation of 
"pour-over" bequests. 


TWO COURSES ARE OPEN IN THE NEW ECONOMIC 
RACE. We can go on allowing more wages — 
or salaries — to the "privileged classes" 
for less production, and be forced to seek 
"protection" by tariff walls and import 
quotas, often under the spurious pretense 
of "national defense." This is the surest 
form of economic suicide to leave us 
ostracized from the rest of the world and 
to play neatly into Soviet plans for world 
domination through trade. As the King of 
Siam said about nations offering protec- 
tive treaties: "Would they then protect 
me out of all I own?".......The other 
course is the one necessary if Russia 
is not to dominate, for while Trade foli- 
lows the Flag, so does the Flag follow 
Trade. That is for Government (the peo- 
ple), Labor and Business to recognize 
their paramount concern in the only real 
protections that of the rights of peopie 
to a fair wage, a fair price, a fair 
profit and fair taxes. All depend toda; 
on Commerce with a Square dollar. If wi 
cannot grow to Interdependence we may iosé 
our Independence. 
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Morgan Guaranty Trust Company 


oF BEW FOB SE 


began operation April 27, 1959, as the 


banking institution formed by the merger 


of J.P.Morgan & Co. Incorporated and 


Guaranty Trust Company of New York 


BOARD OF DIRECTORS 


HENRY C. ALEXANDER 
Chairman of the Board 


DALE E. SHARP 
President 


STEPHEN D. BECHTEL 

President, Bechtel Corporation 
WILLIAM C. BOLENIUS 

Executive Vice President 

American Telephone and Telegraph Company 
PAUL C. CABOT 


Chairman, State Street Investment Corporation 
CHARLES S. CHESTON 
J. LUTHER CLEVELAND 
Chairman, Executive Committee 
JOHN L. COLLYER 
Chairman, The B. F. Goodrich Company 
H. P. DAVISON 
Vice Chairman of the Board 
CHARLES D. DICKEY 


Chairman, Committee on Trust Matters 


JOHN T. DORRANCE, JR. 
Assistant to the President 


Campbell Soup Company 


W. ALTON JONES 


Chairman of the Board, Cities Service Company 


DEVEREUX C. JOSEPHS 


Chairman, New York Life Insurance Company 


THOMAS S. LAMONT 
Vice Chairman of the Board 
L. F. MCCOLLUM 


President, Continental Oil Company 
JUNIUS S. MORGAN 


THOMAS L. PERKINS 
Chairman of the Board 


American Cyanamid Company 


CARROL M. SHANKS 
President, The Prudential Insurance 
Company of America 

EUGENE W. STETSON 
Chairman, Executive Committee 


Illinois Central Railroad Company 


JAMES M. SYMES 
President, The Pennsylvania 
Railroad Company 
CLYDE E. WEED 
Chairman of the Board 
The Anaconda Company 
HENRY S. WINGATE 
President, The International Nickel 
Company of Canada, Limited 
ROBERT W. WOODRUFF 
Chairman, Finance Committee 


The Coca-Cola Company 


GEORGE S. YOUNG 
President, The Columbia Gas System, Inc. 
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CANADIAN TRUST SERVICES GROW 


Association Meeting Notes New Demands -— New Laws 


ERHAPS THE BEST EVIDENCE OF SAT- 
| goer with the progress of Cana- 
dian trusteeship during 1958 and its 
future prospects lies in the record at- 
tendance of some 350 persons from all 
parts of the Dominion at the 7th annual 
meeting of The Trust Companies Asso- 
ciation of Canada at the Royal York 
Hotel in Toronto on April 30th. From 
the reports submitted, the past year has 
been one of constructive cooperation 
with provincial and Dominion author- 
ities in the interest of broader service 
and simplified administration of the 
growing volume of assets coming under 
trust company management as the bene- 
fits and economies of their services be- 
come more widely understood. 

C. F. Harrington, president of the 
Association and vice president of The 
Royal Trust Co., Toronto, noted with 
satisfaction in his official report (page 
434) the rise of more than $900 million 
in assets under administration during 
the past year to a total of approximately 
seven and one quarter billion dollars 
(including company and _ guaranteed 
funds). This represents a 60% increase 
over the last five years or slightly better 
than the 50% expansion in Canadian 
Gross National Product in the same pe- 
riod. 

Of this very substantial advance, $736 
million represented funds of estates, 
trusts and agencies, with approximately 
$100 million originating from combined 
growth in the company pension plan 
and self-employed retirement categories. 
These sectors together accounted for 
some $770 million at the end of 1958 


*See table on opposite page. 
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but still greater expansion is looked for 
as the Canadian economy continues to 
advance. Association members are co- 
operating in furnishing confidential 
data on both employer and _ self-em- 
ployed savings plans for the purpose of 
following their progress closely. 

During the year three trust companies 
were lost through merger* and one new 
associate member was added, The Bank 
of N. T. Butterfield & Son, Ltd., of 
Hamilton, Bermuda. 

The Association, through its officers 
and committees, devoted much effort to 
iron out quirks in existing laws and to 
advise on pending legislation, as de- 
scribed in detail in Mr. Harrington’s 
report. The new Estate Tax Act, in 
force only since January Ist, while an 
improvement over the Succession Duties 
Act, will probably engage the Associa- 
tion’s attention with a view to amend- 
ment of undesirable sections. The Vari- 
ations of Trusts Act, based upon a simi- 
lar measure enacted in Great Britain in 
1958, was likewise sponsored by the As- 
sociation. (Discussion of this measure 
by Terence Sheard, Q. C., appears be- 
low.) 

The confidence of the Canadian trust 





RETIRING AND INCOMING PRESIDENT 
OF TRUST COMPANIES ASSOCIATION 





C. F. HARRINGTON 


J. M. ARMSTRONG 








fraternity in the future of their profes- 
sion is indicated by practical steps to 
prepare for more business through 
training of personnel. New entrants in 
the course conducted by Queen’s Uni- 
versity rose to a record one year high 
of 136 in 1959, revising total enrollment 
to 322, also a record. 

In addition to this vital activity, the 
institutional advertising program has 
been enlarged again and in its fourth 
year will have 51 insertions in selected 
media with a total budget of about 
$28,000. 

The steadily expanding work load 
arising from the manifold activities of 
the Association have placed a heavy re- 
sponsibility upon the staff headed by 
Secretary William R. Scott. Their efh- 
cient handling of these duties and devo- 
tion to the Association interests elicited 
warm praise from the officers, commit- 
tee heads and members. 

Officers for the coming year were 
elected as follows: President, J. M. Arm- 
strong, Q. C., British Mortgage & Trust 
Co., Stratford; Vice President—E. 1. 
Godwin, Crown Trust Co., Toronto: 
Secretary—W. R. Scott. 

Vice-Presidents, ex officio, Chairmen 
of Regional Sections: 


British Columbia — Don Morrison. 


Manager, Prudential Trust Co. Limited. 
Vancouver. 


Alberta —Howard Miller, Manager. 
Toronto General Trusts Corp., Calgary. 
Manitoba—W. A. Bell, Manager, Ca»- 


ada Trust Co., Winnipeg. 


Ontario—J. G. Haxton, Assistant Gen- 
eral Manager, Montreal Trust Co., Tor- 


onto. 
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Quebec—I.'G. Sewell, Assistant Gen- 












































eral Manager, Eastern Trust Co., Mon- VOLUME OF ESTATE, TRUST & AGENCY FUNDS 
treal. ADMINISTERED BY CANADIAN TRUST COMPANIES* 
New Brunswick-Prince Edward Island 
—A. M. Jamieson, Manager, Eastern As of December 31, 1957 and 1958 
Trust Co., St. John. 
Nova Scotia-Newfoundland — D. A. MEMBERS OF TRUST COMPANIES ASSOCIATION OF CANADA 
5 Mercer, Manager, Montreal Trust Co., Botate, Trusted Abeuela 
Halifax. Institution Head Office 1957 1958 
Committee Reports AcaDIA TRUST Co. - Truro, N.S... $11,309,375 $ 11,954,608 
ADMINISTRATION & TrusT Co. Montreal 222,989,591 242,863,914 
a After reports from the chairmen of BritisH CANADIAN TRUST Co, Lethbridge, Alta. 4,359,972 5,787,392 
the standing committees on Pension BriTIsH MortGace & Trust Co. Stratford, Ont. — 1,098,710 1,531,673 
Trusts, Employees Training and Public BRockvitLte Trust & Savines Co. —_Brockville, Ont. - 5,953,874 4,047,408 
Relations, the results of a study con- CANADA PERMANENT TRUST Co. _..Toronto —____. 144,328,961 156,006,218 
I ducted by the Teast Administration CANADA TRUST Co. London, Ont. __- 267,190,280 314,298,203 
Committee was presented by its shuin. CENTRAL TRUST Co. OF CANADA __ ~Moncton, N. B. — 26,025,446 29,738,271 
CHARTERED TRUST Co. Toronto _......... 102,511,022 111,997,990 
; man, Hudson Pope, manager of the Per- Grown Trust Co. Toronto ___ 148,110,871 166,196,443 
sonal Trust Department of The Royal astern Trust Co. Halifax __..... 142,980,916 158,600,097 
Trust Co. at Toronto, which appears at EquiTaBLE Trust Co.j Winnipeg _. SR” ee, 
page 442. The matter of adequate re- GENERAL TRUST OF CANADA _ ~Montreal _..... 197,911,853 215,893,562 
ward for trust services is a continuing GUARANTY TRuST Co, OF CANADA ___ Toronto: 88,158,393 116,919,026 
concern for institutions on both sides HALTON & PEEL Trust & Svcs. Co. Oakville, ut)... 300,917 417,474 
of the border and, because the matter of  [NDUSTRIAL MortGAcE & Trust Co. Sarnia, a 3,477,426 2,723,189 
*- |) executor compensation appears to be pred [aoe wanna naan “_ - — “a Bryer 2,862,220 
‘lly . : | SRREEE SE eee . John, N. B._. 476, per re oT 
h (agree ge a a MONTREAL City & Dist. TRUSTEES __Montreal __.._-. 34,107,822 36,327,224 
~ ae fb h , hi MONTREAL Trust Co. _ Montreal _..._ 1,250,570,602 1,378,850,207 
, : system of branch operation, this report Morcan Trust Co. Montreal ___ 7,923,232 8,254,092 
4 : strongly recommended use of a definite NarjonaL Trust Co. Lt. Toronto __. 542,468,361 593,694,806 
h J fee schedule and an agreement which Nova ScoTta Trust Co... Halifax 32,121,613 34,956,134 
it) will assure adequate compensation. Mr. Premier Trust Co, Toronto i" 6,995,862 7,035,161 
| Pope mentioned especially the unfair- PRUDENTIAL Trust Co. Lrp. _.. Montreal 23,166,636 23,685,743 
1e ; ness of sharing executor fees with co- ROYAL Trust Co. _. aes Aa 1,665,132,846 2,021,499,948 
1s | appointees while the companies do the SOCIETE NATIONALE DE FIDUCIE _____ Montreal _____ 48,567,013 50,651,444 
h work. (A report on incorporation of a STERLING TRUSTS CorP. __..._-Toronto —__... 9,473,325 10,415,230 
d iiathediills Se. Ws tent wes do TORONTO GENERAL TRUSTS CoRP. _..Toronto - _— 449,199,377 471,165,061 
t send at knee suns Me senll be EI VICTORIA & GREY TRUST Co, Lindsay, Ont. _.. 14,481,945 16,370,721 
. B Si iene ng DY * J: WarerLoo Trust & SAVINGS Co. Kitchener, Ont. 29,756,754 32,042,882 
rown of Chartered Trust Co., Toronto, wrersrn Trust Co.+ Winnipeg a 6,001,626. 
: ) = reported in T&E, May 1958, p. YorKsHire & CANADIAN TRUST Co. Vancouver NA NA 
9 dO.) 
e- | ; $5,504,271,544 $6,227,768,239 
» Variations of Trusts Act OTHER TRUST COMPANIES 
re Pn one — se ALUMINUM FipucrarigEs LTD. Montreal $ 5,430,230 $ 11,768,381 
.d a: ¢ pon by ‘i Card, WNO, CANADIAN TRusT Co, __..................Montreal - 1,266,029 1,524,326 
te : | = support of the Association, COMMERCIAL TRUST Co, _.....---------- Montreal _...____. 9,979,802 10,213,625 
} made representations to the Ontario CustopiAN Trust Co... SCSC«1;,485,638) (1,537,540) 
i Provincial authorities prior to its pase Execurors & ADMIN. TrusT Co. Moose Jaw, Sask. 1,123,729 1,054,608 
re B ge. This measure, it is hoped, will GUARDIAN TrusT Co. -_ Montreal 30,226,852 33,816,866 
n- permit the court to ease, in its discre- IMPERIAL TRusT Co. —........Montreal . 11,834,758 11,704,014 
: ) ton, hardships of beneficiaries in cer- —— nay aa Co. -.... Ren age C ons PP ; ws 
B tain inc . 2 KANAGAN TrRuUsT Co. elowna, B.C. __. , ,185, 
: ao Pais oe er REGENT TRUST Co. Winnipeg 1,042,407 ~—=—1, 045,988 
ikicted powers of investment afordin RETAILERS TruST Co. -__............._.Saskatoon —__... 238,629 296,183 
P | inferior yield nape m=S Socormex Teaver Co, —...._. Montreal ae 796,959 734,219 
n  { Merior yield. Under existing law, if all gecurrry Trust Co. Calgary, Alta (261,208) (261,208) 
) Parties at interest are of age and agree SHERBROOKE TRUST Co. Sherbrooke, Que... 14,417,698 14,969,317 
i. J) 'altcration, the instrument can be dis- 
d, J) Tgarded; nevertheless, court approval Teal... § TETRIS 9 Was 
would still be desirable, in the speaker’s ne Tee $5,584,045,819 $6,318,551,217 
er, 9 inion, 
ry. 2g Mr. Sheard reviewed the history of *Figures furnished by Mr. K. L. Bullerwell, Office of Superintendent of Insurance K. R. MacGregor. 
i des Paka B . Parenthetical figures are as of earlier year. 
an scent and distribution of property un- =< 
der Bi itish law down lo the enneient NA—Not available as head office ” in England. 
en- of similar legislation in that country in +Absorbed by Guaranty Trust Co. in 1958. 


or- 1958. Although the Canadian law is tAbsorbed by Montreal Trust Co. in 1958. 


ased upon that statute, it is in broader 
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terms. Under the Dominion version the 
court might permit changes in the trust 
instrument, whether created by will or 
intervivos, but only if convinced that 
these would be for the benefit of any 
future interest, infants or unborn, or 
those sharing in a discretionary or pro- 
tective trust. Procedure would entail ob- 
taining consent of all adults affected by 
the alteration and the further approval 
of the Official Guardian where minors 
are involved, prior to presenting the ap- 
plications in open court. 

A case in point cited by Mr. Sheard 
was the Fulford Estate, where the trus- 
tees were locked into a few investments, 
including United States stocks, which 
meant loss of the 20% Canadian divi- 
dend tax credit. Where substantial iax 
savings were in prospect through invest- 
ment changes, the decision would prob- 
ably hinge upon the judge’s appraisal of 
the relative elements at issue. 

While there is as yet no precedent, 
early applications will serve as an im- 
portant guide to the relief which the 
courts may be willing to grant under 
this law. It may not do as much as 
some trust administrators or benefi- 
ciaries would like and it will probably 
not permit the favoring of one group 
at the expense of another but Mr. 
Sheard expressed the belief that it repre- 
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William H. Phillips of 
the Victoria office of 
Montreal Trust Co. re- 
ceives prize for highest 
marks in class of 32 
graduates of Trust Edu- 
cation Course from Sen- 
ator T. D’Arcy Leonard, 
Oo. €; 





sents a helpful forward step, on balance, 
in the fiduciary field. 

A sound public relations program can 
only be built over a period by reliance 
upon sincerity and integrity, as ex- 
plained by H. H. Webb, vice president, 
Cockfield, Brown & Co. Ltd. Once firmly 
established in the public’s consciousness, 
however, it remains with a modicum of 
effort but it can never be neglected be- 
cause the public changes continuously. 
His comments are reported at page 439. 


Diplomas Presented at Dinner 


At the dinner meeting, the 32 grad- 
uates of the Employees Training Course 
sponsored by the Association at Queen’s 
University received their diplomas, 
either in person or by proxy, from the 
hands of The Honourable T. D’Arcy 
Leonard, Q. C. William H. Phillips of 
the Victoria office of The Montreal 
Trust Co. took the first prize for highest 
average standing. 

The dinner speaker was A. J. Little, 
C. A., partner of the chartered ac- 
countants firm of Clarkson, Gordon & 
Co. of Toronto, who reviewed briefly 
the growing importance of the trust 
companies in the Ontario business 
world, citing the rise in pre-tax profits 
on capital employed in the past twelve 
years from 4% to 11%, at latest re- 
ports. He expressed confidence in the 
future of Canadian trusteeship but like- 
wise noted that the caliber of junior and 
middle management might be inferior 
to that of senior echelons. 

To compete for good manpower, 
which is a must in such a confidential 
area of personal service, salary levels 
must be raised, according to Mr. Little. 
He likewise advocated concerted action 
to establish better fee schedules and 
also urged unremitting effort toward 
progressive mechanization of trust 
operations to cope with the inevitable 
increase in volume of work and rising 
operating costs, 

In random conversations with many 
top trust executives, it was not surpris- 





ing to hear reference to some of the 
same problems which beset trustmen in 
the United States; among them, the 
growing squeeze on profit margins, in- 
vestment problems which, if not in- 
soluble, nevertheless pose some thorny 
questions of judgment under existing 
conditions, as well as the increasing 
difficulty of finding personnel. Trust in- 
stitutions which benefit from the trans- 
fer and corporate business engendered 
by great activity on the Toronto Stock 
Exchange find that this, as well as their 
guaranteed certificate volume, is quite 
remunerative compared with the per- 
sonal trust field. 

In spite of these observations, there 
was evident a spirit of enthusiasm and 
confidence in the prospects of the fidu- 
ciary business and an attitude of mutual 
cooperation in seeking remedies, but 
without any slackening of brisk indi- 
vidual competition for desirable new 
business. 


Ontario Trust Section 
Names Haxton 
The Ontario Section of The Trust 
Companies Association of Canada con- 
vened its annual luncheon meeting prior 
to the parent group’s session, with some 





PAST AND PRESENT CHAIRMAN OF 
ONTARIO SECTION 





Sg 


R. G. THOMAS J. G. HAxTON 





250 trust executives in attendance. The 
record crowd evinced a lively intere=! in 
the advertising and publicity display 1 
the lobby which showed example: of 
company material and the Association § 


(Continued on page 428) 
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Financial services for 
INDIVIDUALS ACTING AS FIDUCIARIES 


When a Fiduciary appoints Bankers Trust 
as Agent, the worry and details of security 
and real estate management and the exact- 
ing demands of record keeping are elimi- 
nated. 


Individuals acting as Executor, Adminis- 
trator, Trustee or Guardian—and their Coun- 
selors, Accountants or Advisors—benefit by 
all these unusually experienced services 
which are available in whole or part, as may 
be most helpful. 


e Investment Advisory Service 
@ Safekeeping of Securities 


BANKERS TRUST COMPANY 
16 Wall Street, New York 15, N.Y. REctor 2-8900 


Member Federal Deposit Insurance Corporation 











e@ Collections of Dividends and Interest 
e Handling of Security Sales and Purchases 
e@ Stock Transfers 


e Maintenance of Complete Estate, Trust and 
Income Tax Records 

e@ Real Estate Management and Mortgage 
Servicing 


@ Depositary under Court Order 


You are invited to write or telephone our 
Trust Department for full information, with- 
out obligation. Please ask for our printed 
outline of the services we render as agent for 
individual executors. 
















INCE THE FIRST HISTORIC MENTION IN 
S" Greek treatise recorded about 370 
B.C., coal has heated hearths and boilers 
throughout the entire world and provid- 
ed the energy — as the Prime Mover — 
for the Industrial Revolution. Statisti- 
cians have figured that the average Amer- 
ican uses four tons of coal to every ton 
of food he consumes. It has provided a 
major, often decisive, ingredient of war 
as well as of peace and social progress. 

Yet it has, in more recent years, been 
living a chequered career, both labor- 
wise and financially, that has shaken the 
throne of Old King Coal to its founda- 
tions and stripped it of some of its his- 
toric kingdoms. Sharp ups and downs 
are no novelty to any industry, but the 
dramatic shift of the railroads from coal- 
burning to diesel locomotives, and of 
householders and commercial establish- 
ments to gas and oil heating, have re- 
duced, almost to the vanishing point, two 
of its largest traditional markets. This, 
in spite of the ever-increasing energy 
demands of growing populations and liv- 
ing standards. 


Until a high degree of mechanization 
took place (at least in the larger mines 
and companies) fast-rising costs of pro- 
duction were pricing it out of many mar- 
kets and inviting other hydrocarbons to 
enter and compete successfully. Admit- 
tedly, this was also encouraged by its 
negative nuisance-values such as smoke, 
soot, fumes, cumbersome and costly han- 
dling, waste disposal and continued rela- 
tive inefficiency of conversion. Hence, it 
has adopted new disguises to come into 
the home, the office, the bakery and the 
plant, mainly in the form of electricity. 
The same may become further necessary 
in the case of heavy industry, as work- 
men and neighbors demand cleaner 
working and living conditions. 


414 


Coal -- Key Moderu Forsl 
of many diséuises 


Trusts AND Estates 18TH INVESTMENT SEMINAR 
New York — March 11], 1959 


Panel interview* with 


RAYMOND SALVATI, President 
J.L. Hamitton, Executive Vice President 


ISLAND CREEK COAL COMPANY 


This suggests that the industry has 
had a three-part job to do in increasing 
efficiency: in the mine, in transportation, 
and in conversion. Mechanization and 
management of mining has, in a great 
many localities, greatly increased the 
efficiency on this front, so much so that 
the miner with modern cutting and load- 
ing equipment can produce substantially 
more than that produced with less mod- 
ern methods. Further, he is in the top 
echelon of hourly pay, yet the cost of 
production has not risen since 1948 for 
such operations. 


Transportation costs have been bet- 
tered by improved loading equipment, 
conveyor belts (even pipelines to carry 
it in solution), low-cost barge move- 
ment, and, of course, the change of form 
into electricity with utility and even in- 
dustrial power plants located at or near 
the mine-head, or along waterways. Even 





*PANEL MEMBERS 


Professor William Baxter, 
London School of Economics 
Graduate School of Business 
Columbia University, N. Y. 
Paul Bordwell 
Irving Trust Company, New York 
John W. Church, Jr. 
New York Trust Co., New York 
Harold Davis, Managing Editor 
“Coal Age,” New York 
Edmund G. McElroy 
Brown Brothers Harriman & Co., 
New York 
John McIntyre 
Chase Manhattan Bank, New York 
Daniel M. Miller 
First National City Trust Co., New 
York 
William Wason, IV 
Morgan Guaranty Trust Co., New 
York 
For TRUSTS AND ESTATES 
O. Rogers Flynn, Jr. 
Christian C. Luhnow 





the railroads which carry the most ton- 
miles of coal — albeit using fuel-oil- 
power to do so — have been cutting both 
costs and time through fuller use of 
hopper-bottoms, tilting devices and mod- 
ern conveyor systems. 


Coal Can Be Many Things 


In the beginning of the Seminar, Mr. 
Salvati emphasized the point that “coal” 
is a generic term covering a wide range 
of qualities, sizes and variable molecular 
and chemical properties. There is no 
“standard” coal but a far wider range 
of components or characteristics than 
can be classified in the over-simplified 
terms “bituminous” and “anthracite.” 
While this poses problems of obtaining 
just the quality and quantity of a parti- 
cular type required, or most in demand 
and earning better prices, it also allows 
of tailor-making or blending to the indi- 
vidual needs. 

It was coincidentally pointed out that 
mechanized mining tends to increase the 
percentage of slack, and of small coals 
that are relatively less desired than the 
larger sizes in certain markets. Improve- 
ment in cleaning and in efficiency of 
equipment using pulverized coal is one 
answer and apparently has promise of 
greater application, allowing as it does 
of more complete combustion and easier 
handling (as by blowers) and with great- 
er development of the skills of organic 
chemistry this one-time “waste” should 


prove a valuable by-product or even|™ 


major commodity. 
And just as Coal cannot be thought of 


as a uniform fuel, it has demonstrated’ 
a variety of uses beyond its primary one 
of heating: we see and use it (or 187 
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Transformed by carbonization, it has 
long come to us as manufactured gas, 
naphtha, creosote, and though not yet 
commercially competitive, can provide 
fuel oil. There is diversification in this 
product both in customers and markets. 
But it may take a chemical engineer — 
or fuel scientist — to appreciate the lim- 
itations, and potentials, even from the 
investment viewpoint. 

On another front, the coal industry is 
making progress that translates into 
profits: former waste is being cut by 
modern equipment and shoring tech- 
niques that allow quite complete extrac- 
tion and save time and costs both in the 
mining and in repairs of shafts and ma- 
chinery, which constitutes the largest 
single labor cost besides that of wages 
to the colliers or miners themselves. 
Cleaning improvements are another fac- 
tor. and better ventilation methods bene- 
fit both men and company. Pulverization 
advances and low-carbonization uses of 
low-grade quality have resulted in much 
fuller utilization of resources and thus 
increased the payout of the mines. 


Interesting figures estimated by the 
editors of Coal Age show that after the 
following various costs to the consumer 
as of the present time, there is an aver- 
age profit to the operator of approxi- 
mately 25c per ton based on a price of 
$5 to $7 at the mine: Retailing: 20c: 
Labor $2.25; Mine Development & 
Eauipment Purchase: 50c per ton; Sup- 
plies, Insurance & Taxes: $1; Machinery 
{ Equipment Maintenance: 75c; Welfare 
\ Fringe Benefits: 90c; Railway Trans- 
portation varies according to haulage 
distance. 


Industry Ups and Downs 


The most sensational aspect of the in- 
dustry is, of course, the changed market 
pattern, particularly with respect to the 
now almost complete substitution of 
diesel oil for coal by the railroads which, 
in the °20s, took one-quarter of all ton- 
age, and as late as 1940 took 85 million 
tons or about 20%, against less than 9 
million last year. Fortunately the electric 
utilities took up a large part of this 
ack. increasing from 49 million tons 
in 1940 (11.4% of total consumption) 
to 165 million or 38.2% of the overall 
maller tonnage in 1958. The following 
table shows market changes in the past 
decade, including the heavy fall-off in 
coal use for building heating, commer- 
tial and light industry boilers. It reflects 
the increase in the proportion of power 
generated by steam boilers as well as the 
great overall growth in consumption of 
electricity, a highly desirable market be- 
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Net Sales, Operating Revenues, and Other 
Income of Island Creek Coal Co. 





cause of its year-round stability and fur- 
ther growth prospects. 

According to Electrical World, coal 
will be “the predominant factor” in en- 
ergy production in the coming years. 
with a three-fold increase that will, by 
1975 or earlier, account for at least two- 
thirds of its use in this field. More en- 
ergy is now produced from coal than 
ever in history through both stoker-burn- 
ing and use of coal-made gas, but this 
must be read in view of the amazing in- 
crease in conversion efficiency: At the 
start of the century it took about 7 lbs. 
of coal to generate a KWH; in 1957 it 
required less than 1 lb. and the “hot- 
steam” plant of the American Electric 
Power Co. in Ohio reports production 


of a KWH from only .67 lb. of coal. 


U.S. CONSUMPTION OF BITUMINOUS COAL 
(Thousands of Net tons) 





Consumption by: 1946* 1958** 
Electric Companies. 68,743 152,000 
Steel & Chemical _..__ 91,891 86,000 
Railroads ____. .... 110,166 4,000 
Other Industrial __.. 129,000 88,000 
RUIN see 100,586 33,000 

Total - _ 500,386 363,000 


*Source: U. S. Bureau of Mines (1946). 
**Coal Age (est.) 


To recapture some of the market taken 
by natural gas, diesel oil and motor 
gasoline, much effort has recently been 
made in improving processes for gasifi- 
cation to produce gas without coke 
(which bears comparatively high trans- 
port costs) and for conversion or syn- 
thesis of oil from coal. This would give 


a big outlet for the small coals, which 
are now a low-income producing “by- 
product” of mining operations and in- 
creasing in proportion as mechanization 
is used. But trade estimates do not fore- 
see a competitive break-through until 
well into the 1960s. The high cost of 
existing processes lies more in_ the 
synthesis to gas than from gas into liquid 
fuels, so a cracking of the first nut would 
be reflected in a greater cost improve- 
ment in the latter, always related, of 
course, to the price of petroleum. 

Technological advances are also ex- 
tending the grades of coal that can be 
used to produce metallurgical coke, used 
primarily for making pig iron. This is 
significant because the existence of great 
reserves of “coal” which can be profit- 
ably mined at current prices (estimated 
at about one-quarter of total) is far from 
evenly distributed over the various types. 
With the steel industry now the second 
largest consumer — using about .9 ton 
of coal for 1 ton of steel — and 20% 
of coal presently being coked the im- 
portance ,of low-volatile for blending 
with high-volatile in coke ovens is evi- 
dent, supplies of the latter | cing “enor- 
mous.” 

In common with industry generally, 
the bituminous mines naturally exper- 
ienced declining markets and profits in 
"58 — the second lowest post-war output 
year — while anthracite had its lowest 
commercial production since 1875. Fall- 
off in European exports also contributed 
and will probably decline further in view 
of heavy E. E. C. and other foreign stock- 
piles. The turn-around in the economy, 
however, is already reflected in bitu- 
minous production going over the 9 
million ton ceiling in the December 13 
week and registering further increase 
this January over the previous. Coal Age 
further editorializes: “Bituminous has 
good prospects of reaching 450 to 455 
million or more for the entire year” — 
which compares with somewhat over 400 
in °58 (both figures inclusive of Can- 
adian and overseas exports estimated at 


11 and 34 million tons respectively for 
59). 





Markets Served by Island Creek 
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Electric Utilities Major Outlet 


With coal now appearing mainly in 
the form of electric power — 164 of total 
domestic use of 403 million tons estimate 
— and “retail” consumption (which in- 
cludes direct coal use for home, office 
and commercial heating) the growth of 
indirect use as electric heating becomes 
more significant. The industry expects 
one million electrically-heated homes 
alone by 1960, requiring ten million tons 
of coal. 400,000 are now so _ heated. 
While flirting with gas and petroleum 
competitors, Coal is going steadier with 
electric power, which is further advan- 
tageous because of the consumer price 
advantage of the lower follow-on rates 
for the air-conditioning and other addi- 
tional appliances that more and more 
buildings are using in construction or 
modernization. 

Following Iron and Steel as consumers 
comes a wide variety of industrial usage 
including chemical, cement, aluminum 
and other manufacturing power and heat 
applications of coal (as distinct from its 
use in electricity). Cement consumption, 
increasing from under 3 million tons in 
°33, has averaged around 8 million plus 
for the past ten years. Aluminum, on the 
other hand, contemplating a doubling of 
capacity by 1970, seems certain to show 
accumulative increases in coal consump- 
tion and as big power users stand to 
benefit from reduction-plant locations ad- 
jacent to generating stations near coal 
mines. One aspect of coal use, via elec- 
tric power, that has yet undetermined 
potentials, is in the atomic energy field, 
not only in its consumption for nuclear 
fission — and later fusion — but also in 
the possibilities for economical gasifying 
and liquifying of coal by atomic heat. 

An indication of the varied applica- 
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Mist-veiled ship loads coal at new tower at 
Newport News, as pictured in 1957 annual 
report of Chesapeake & Ohio Railway Co. 
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Strip mine lake, Greene-Sullivan State Forest, Sullivan County, Indiana. Mined early 1930's; 
planted prior to 1940. State maintains picnic and camping facilities in this area. 





tions of Coal chemicals is given by the 
list of such products made by Pittsburgh 
Coke & Chemical Co. (in addition to its 
phthalate, adipate and sebacate plasti- 
cizers): Phthalic & Maleic Anhydride, 
Pyridine, Picolines, Phenol, Cresols, Sul- 
furic & Fumaric Acids, Phthalocyanines. 


Mechanization has been the saving 
grace of the coal industry, enabling it to 
meet the continual and exceptionally 
high wage demands which have now 
brought the UMW basic wage rate to 
$24.25 per day, but this has brought 
tough economic problems of disemploy- 
ment both in the highly mechanized 
mines and the smaller companies un- 
able to compete at going prices. Typical 
is the case of a major operator that in 
1950 recorded annual per employee pro- 
duction of 830 tons with investment per 
worker of about $4600, and five years 
later showed 1850 tons per annum per 
worker with investment also more than 
doubled to $9,650. From a 1923 peak of 
705,000 employed in soft coal the num- 
ber has dropped to around 215,000, 
some 200,000 of the reduction taking 
place just since 1950. The pick and pit 
pony are fast becoming historical if 
colorful figures as the “continuous 
miner” machine eliminates the separate 
phases of cutting, drilling, blasting and 
loading at the rate of up to eight tons a 
minute — a half-day production by 
hand. Here is a striking similarity to the 
textile industry, both with several thou- 
sand different operators, many small 
and marginal and unable separately to 
buy or justify the expensive machinery 
without which economical operation is 
impossible, only excepting unusually 
rich and easy veins and high market 
prices and demand, which act as an in- 
vitation to the thousands of small in- 
and-outers. Cronin’s “How Green Was 


My Valley” would now be better titled 
“How Monstrous is my Machine.” 


Coal — Rugged Industrial 
Individualist 

It is against this background that Mr. 
Salvati and Mr. Hamilton described their 
company and industry and were inter- 
viewed at the Seminar, and remarked 
that — except for water-power sites — 
coal had for generations carried the 
nation’s energy load, transferring it from 
the backs of men and animals to the 
horsepower of machines and in _ the 
process helping materially to win two 
World Wars for the free nations. Nor 
has Coal, “a rugged industrial individ- 
ualist, relied on government subsidies, 
but rather has stood on its own through 
revolutionary periods of technology, new 
competitions and changes in consumer 
demands.” 

Mr. Salvati sees Coal as a career for 
more and more scientifically trained 
management, as it has in the past been 
a father-to-son tradition in the mines. 
“We look backward only to better under- 
stand the basic conditions which have 
caused our troubles or opened up op- 
portunities, for the inherent qualities of 
coal give it an assured and expanding 
prospect in the great fields open to 
mechanical and chemical energy and 
synthesis.” Often frustrated by 
problems co-incident with 
competition from other fuels, he noted 
that the leading companies had absorbed 
increased costs, marked increases in 
efficiency in customer use, effects of rail- 
way dieselization, imports of residual 
oil, internal price wars as well as cyclical 
dips in the steel and other indusirial 
manufacturing on which its markets $0 
largely depend. 

He and Mr. Hamilton also give credit 

(Continued on page 449) 
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The Family Trust 


Adapting Traditional Patterns to Modern Concepts 


R. C. SHORT 


Vice President and Trust Officer, The Bank of Virginia, Richmond 


HE TRUST BUSINESS HAS MANY 

facets and a Trust Officer must 
spend so much of his time in keeping 
up to date that we have a tendency to 
cling to forms and methods to which we 
are accustomed, and which have served 
us well in the past. To many of us, the 
most satisfying moments are when we 
look at an old standby of ours from a 
different viewpoint and see how it can 
be made more useful to our customers 
and more profitable to us. 

The Life Insurance Trust and the Liv- 
ing Trust have been with us for a long 
time, but, while they have had a modest 
place in our business, progressive trust- 
men feel that they have far greater pos- 
sibilities. Part of the failure of these use- 
ful trusts to find more widespread use is 
due to the restricted view some trustmen 
take of them. Several recent ads have 
suggested Living Trusts to “relieve you 
of the details of security management.” 
We have heard it said by trust officers 
that they suggest Insurance Trusts only 
in the large estates, which overlooks the 
many flexible advantages such a trust 
offers to families of modest means. 

Trusts have been looked upon by the 
majority of the public, particularly 
wives, as something cold, rigid and mys- 
terious that has no application to their 
own financial problems or to the needs 
of their children. Too many husbands 
and wives have felt that the establish- 
ment of a trust implied a lack of confi- 
dence in the beneficiary, or perhaps 
meant that the beneficiary was incom- 
petent. Almost universally, people who 
have had no direct knowledge of trusts 
have felt that they were only for the very 
wealthy. For the trustee and for our 
prospective customers it is, therefore, 
important that the warm, human and 
flexible aspects of the modern multi-pur- 
pose trust be publicized and dramatized 
so that we may have the opportunity to 
serve many more people for their bene- 
fit, and incidentally for our own. 


An Appealing Name 


It is our belief that the inter-vivos 
trust is more pliable than the testamen- 
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tary trust and therefore more adaptable 
to changing family circumstances, with 
the consequent potential of being one of 
our major services. With all of the re- 
finements developed in the trust field in 
recent years, it seemed possible to work 
out a trust which was broader in scope 
than those commonly used. In discussing 
it and publicizing it, we needed a name 
which would tell a husband, wife and 
children that it was for the use and bene- 
fit of all of them and belonged to them. 


We wanted a trust so all-encompassing 
that it could be used for basic needs in 
a small situation at its inception to give 
maximum benefits, but would automati- 
cally expand without revision or addi- 
tions to cover all family trust needs as 
the estate grew, as new family develop- 
ments occurred, and as succeeding gen- 
erations became direct beneficiaries. 


As to the name for our “financial um- 
brella,” what else but the Family Trust? 
If we put ourselves in the place of our 
usual prospect and his wife, in the Trust 
Department for the first time, we must 
admit that “Inter Vivos Trust.” “Life 
Insurance Trust,” or even “Living 
Trust” have little meaning and less ap- 
peal. But “Family Trust” interprets itself 
well and our discussion of family ser- 
vice and protection ties in with it per- 
fectly. 

In planning our Family Trust, we con- 
centrated on eliminating all points of 
rigidity and made sure that in all mat- 
ters of policy or decision discretion was 
given to the trustor, the trustee, or the 
beneficiary. Then, we took all of the lat- 
est ideas we and others had and worked 
them into a comprehensive, expandable 
trust to take care of every family need 
we could think of. We then had a com- 
plete combination Living Trust and Life 
Insurance Trust with the desirable fea- 
tures of both. The basic idea of com- 
bined features has been used before but 
we believe our Family Trust has a 
breadth of coverage which is most un- 
usual. This coverage and its pliable na- 
ture are best illustrated by excerpts from 
our suggested form which we supply to 


attorneys, and a brief discussion of the |” 


most important special services. 


Typical Clauses 


Many small trusts are started as life 
insurance trusts with later conversion to 
funded trusts for investment of savings, 
or because of age or incapacity. Less 
often, the donor of a trust originally 
funded with securities or cash may ac- 
quire life insurance to be added to the 
trust. Our form has alternate clauses to 
be used as required: 


WHEREAS the Donor, desiring to 
establish a Trust, has conveyed to the 
Trustee certain items of property for 
which the Trustee has receipted on 
Schedule “A” attached hereto; and 
has designated or may designate the 
Trustee beneficiary of certain policies 
of insurance on his life itemized or 
to be itemized on the said Schedule 
a id 

(Alternate clause where Life In- 
surance only is originally deposited: 

WHEREAS the Donor, desiring to 
establish a Trust, has designated the 
Trustee beneficiary of certain policies 
on his life itemized on Schedule “A” 
attached hereto and may convey to 
the Trustee certain items of property 
for which the Trustee will receipt on 
said Schedule “A”;) 


The following article is included in all 
Family Trusts even if no cash or securi- 
ties are originally deposited. Our con- 
viction that the Donor may need or want 
service himself has already been proved 
correct by several cases of incapacity 
resulting in funding and a number of 
cases in which the Donor has deposited 
assets in an existing trust for investment 
and other financial service. There has 
been an upsurge in funding since we 
established our two common trust funds. 


During the lifetime of the Donor, 
any property which may be conveyed 
to the Trustee shall be held by it as 


a Trust and the Trustee shall dis- 
tribute the net income and the prin- 


cipal of the Trust as follows: 
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(a) The entire net income shall be J 
paid to the Donor during his lifetime 


if he so directs. 


The net income or any part thereof | 
shall be accumulated and invested as | 


Trusts AND EstATES | 


NE aed 


the 


life 
1 to 
ngs, 
LESS 
ally 

ac- 
the 


s to 


SUGAR FOOL tia RTA Bachata 320 


cata aNd fk wns DR Rael 





a it IRONED Ste SITE: 








principal of the Trust if the Donor 
so directs in writing. 

In the event of the incapacity of 
the Donor for any reason, the Trustee 
is authorized to pay the net income 
to the Donor’s wife, _----.... , or to 
apply it for the support and main- 
tenance of the Donor, his wife and his 
children without liability for using 
its best judgment in doing so. 

(b) The Donor shall have the right 
to withdraw the principal of the Trust 
without limitation, upon written re- 
quest to the Trustee. 

If the Donor is incapacitated for 
any reason, the Trustee is authorized 
to pay over or apply the principal of 
the Trust for the support and care of 
the Donor, his wife and his children, 
without liability for doing so. 


Additions from Probate or Widow 


In many cases, the Donor’s probate 
estate will be small, either because the 
bulk of his assets is in trust or because 
his main holding is life insurance, but 
the Donor wants trust protection for the 
investment assets in his estate. In states 
where the pour-over is legal, as in Vir- 
ginia, the residue of the estate can be 
poured into the Family Trust to concen- 
trate the assets for maximum investment 
effectiveness and administrative simplic- 
ity. In a state which does not legalize 
the pour-over, a small probate estate can 
be left to the widow and she can deposit 
the investment assets in the Family 
Trust. 

Regardless of the power given the wife 
over the principal after the Donor’s 
death, the Trustee is given the right to 
apply income and principal for the wife’s 
support and care in the event of her in- 
capacity and, in the case of a non-mari- 
tal Trust, for the support, care and edu- 
cation of the children. 

A widow may come into possession of 
cash or other investment assets through 
joint ownership, sale of a home or in- 
heritance and her need for financial ser- 
Vice on these assets is as great as on 
those left in trust by her husband. Yet, 
of course, she generally wants to retain 
full control of such funds. To cover this, 
we provide that the widow may add as- 
sets to the trust and (where there is no 
marital trust portion permitting with- 
drawals) may withdraw any assets she 
deposits. This is a particularly valuable 
provision. 

At the widow’s death, she will usually 
have some real or personal property to 
pass on to the children, insufficient in 
amount to justify the drafting of an 
elaborate trust in her will. When a Fam- 
ily Trust is used, she has the privilege 
(In our state) of pouring-over her estate 
to the Family Trust, concentrating all 
family assets in a single flexible fund for 
the children after her death. 
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“Flattery will get you nowhere, Begley — 
make sure you get it on straight!” 





No Forced Termination 


For children we have made the pro- 
visions as broad as possible to allow the 
Trustee to act as a financial parent. One 
important point is that we never termi- 
nate the trusts for children at a specified 
age, there being many reasons why a 
child may not want principal at an ar- 
bitrary time decided on years in ad- 
vance. Such reasons might be marital 
troubles, absence from the country, ill- 
ness, incapacity or, conceivably, satis- 
faction with the service given by the 
trust. 

Instead of an arbitrary termination, 
we provide that the child can withdraw 
his or her share of principal at any time 
after reaching the age specified by the 
Donor. So that the child will not be 
forced to withdraw the principal to cover 
an estate situation inconsistent with the 
terms of the trust, we provide that any 
principal which a child could withdraw 
at the time of his or her death shall be 
paid over to his or her estate. 


Variations 


These are the highlights of the usual 
Family Trust and, of course, it has many 
variations. A marital and residuary trust 
may be incorporated if the pour-over is 
used, or the trust may supplement the 
trusts in the will. If close corporation 
stock is deposited, the Donor may be 
given the voting rights and power to 
direct retention or sale, with the bank 
trustee being on a standby basis ready 
to take over in the event of the incapac- 
ity or death of the Donor. Often we 
make special provisions for children 
such as a marriage distribution; a down 
payment on a home; or a partial distri- 
bution by the Trustee for approved busi- 
ness purposes. The “single pot” care of 
children is particularly appropriate in a 
Family Trust and is often requested by 
the Donor. The estate planner who slants 
his approach to the human side will find 
the Family Trust an ideal foundation 
for his plan. 





Frequently, the reaction to a new de- 
velopment, or a new concept of an old 
one, is one of skepticism but results are 
what count. My associates were doubtful 
at first of the merits of the old man’s 
“brainstorm” and may even have dis- 
cussed my retirement, but I note with 
satisfaction that they are using the Fam- 
ily Trust regularly in their planning 
work. The life underwriters with whom 
we work closely have found it valuable 
in their sales and planning, particularly 
when it is teamed with the two common 
trust funds to give a rounded family 
financial service with life insurance as 
the keystone. 

Most important of all is the univer- 
sally favorable acceptance of our pro- 
spective customers who listen to the de- 
scription of Family Trust features with 
what I would call enthusiastic relief. 
They understand the many uses and 
benefits of the trust and the name itself 
lessens their resistance. Wives seem to 
welcome the idea of a “Family Trust,” 
and if they have confidence in it, our 
planning and administrative work will 
be much’ easier. As skilled trust officers: 
add their ideas to it, the Family Trust 
will do even more in reaching those who 
need our services, and in serving them. 








Here NOW ... an Essential 
Aid to Estate Practice 


HANDLING 
FEDERAL ESTATE 
TAXES 


INCLUDING GIFT TAXES 
by 
HOMER I. HARRIS 


Handling Federal Estate and 
Gift Taxes, in one large volume is 
an entirely new way of present- 
ing the law, practice and proce- 
dure of Federal Estate and Gift 
Taxes. 


Step by step procedures from 
the initial notice, preparation of 
schedules, payment of taxes, ap- 
peals etc., are fully explained. 
FORMS — STATUTES — COMPUTATIONS 


EXAMPLES — REGULATIONS — RULES 
OF U. S. TAX COURT 


$25 


SEND CHECK OR MONEY ORDER TO: 


BAKER, VOORHIS & CO., INC. 
30 SMITH AVENUE 
MT. KISCO, NEW YORK 
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New National Trust School 
Set Up 


A new school for trustmen, to be 
known as the National Trust School, 
established by the Trust Division, Ameri- 
can Bankers Association, will open in 
August, 1960, at Northwestern Univer- 
sity, Evanston, IIl. 


Hitherto, education in the trust field 
has existed, on a national basis, at two 
extremes: the elementary courses offered 
by the American Institute of Banking, 
and the advanced studies available at the 
Graduate School of Banking at Rutgers. 
The new school is intended to represent 
a curriculum of college type between the 
present elementary and graduate classes. 


In general the school is intended to 
meet the needs of trust department per- 
sonnel who have recently entered the 
field from colleges, business schools and 
law schools; of those who have had some 
prior experience in such work as law, 
life insurance, accounting or other busi- 
ness; and of those who have come to the 
trust department from other areas of 
banking or who, because of earlier spe- 
cialization, are in need of broader train- 
ing. Applicants must have completed the 
A.I.B. courses in commercial law, trusts 
I and II, accounting I and II, corpora- 
tion finance, or their equivalents. 


The announcement states: 


“The required courses will be: fidu- 
ciary law, including the law of ex- 
ecutorships, guardianships, trustee- 
ships, agencies, and other fiduciary 
relationships; trust business, includ- 
ing historical background, principles, 
policies, and executive and administra- 
tive activities; taxation and estate 
planning; investment and asset man- 
agement, including conventional in- 
vestments, business interests, farms, 
oil and mineral property. 

“Courses for students primarily in- 
terested in business development are 
estate planning, fiduciary advertising, 
personal representation, relations with 
the public and with professional 
groups. 

“Students interested in administra- 
tion, after taking the required courses, 
may study; operations, corporate 
trusts, accounting, employee trusts, 
further courses in investments and 
asset management.” 


The course of study will require three 
weeks of concentrated classroom lec- 
tures and seminars. It is expected that 
at the outset the student body will con- 
sist of some 200 to 300 members. 


The school will be administered by a 
nine man board of regents with Richard 
P. Chapman, president of the Merchants 
National Bank of Boston as chairman 
and Joseph H. Wolfe, ABA deputy man- 


ager as director. 
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G. S. B. to be Renamed Stonier 
Graduate School of Banking 


The American Bankers Association 
will give $600,000 to Rutgers — The 
State University of New Jersey, to help 
finance the construction of a $3-million 
dining and assembly hall at the univer- 
sity, where the A.B.A. conducts its Grad- 
uate School of Banking. The new build- 
ing will enable the university to accom- 
modate the contemplated expansion of 
the school. The gift will be payable over 
a 15-year period. 

On September 1 the graduate school 
will be renamed The Stonier Graduate 
School of Banking in honor of its 
founder (in 1935), the late Dr. Harold 
Stonier, who for many years was execu- 
tive manager and executive vice presi- 
dent of the Association. 

The proposed new building at Rutgers 
will be used by the graduate school dur- 
ing its annual two-week resident sessions, 
as well as by the university in its year- 
round academic schedule. It will in part 
be identified as a memorial to Dr. 
Stonier. 

A A A 


To Study Investment Aspects 
of Life Insurance 


A study of the investment attributes of 
life insurance is being undertaken by the 
American College of Life Underwriters 
in cooperation with life companies and 
educational groups, Dr. Davis W. Gregg, 
C.L.U., President of the College, has an- 
nounced. The investigation will include 
among other aspects an objective an- 
alysis of the impact of inflation on fixed 
dollar investments, the safety factor in 
life insurance, and the rate of investment 
return on various contracts. 








College Educational Fund for three chil- 
dren of Charles D. Christian, killed last 
September in the wreck of the Jersey Cen- 
tral Railroad in Bayonne, is set up at the 
Howard Savings Institution, Newark, with 
contributions exceeding $4,000 from his 
co-workers and others. Shown at the signing 
last month (left to right): Stephen E. Weil, 
New York attorney who contributed the 
legal work; Mrs. Christian; and J. Wallace 
Scanlon, vice president and trust officer of 
Howard. 
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Graduate School of Banking 
Adds to Faculty 


Thirteen lecturers have been added to 
the faculty of the 1959 Graduate Schoo! 


of Banking to be held at Rutgers—The 


State University, New Brunswick, N. J.., 
June 8-20. With the 14 new faculty mem- 
bers reported earlier this brings the total! 
of new teachers to 27. 

Four of the latest 13 additions are to 
teach in the trust courses. They are: 
Joseph M. Case, chief examiner, Federal 
Reserve Bank, Philadelphia; Clarence 
D. Cowdery, vice president, Boatmen’s 
National Bank, St. Louis; Ronald M. 
Kimball, vice president, Continental 
Illinois National Bank & Trust Co., 
Chicago; and William F. Lackman, vice 
president, Guaranty Trust Co., New 
York. 

Maurice Megrah, secretary of the 
British Institute of Bankers (retired), 
and recently elected an Honorary Fellow 
thereof, will deliver the Harold Stonier 
Memorial Address before the entire stu- 
dent body on Friday evening, June 12. 
He will discuss the increasing impor- 
tance of the United States in world trade. 
Mr. Megrah was a close friend of Dr. 
Stonier, founder and guiding hand of 
the GSB for 22 years. 

Dr. Lewis Webster Jones, former 
president of Rutgers and now president 
of the National Conference of Christians 
and Jews, will be the commencement 
speaker on Friday, June 19. For the 
first time, commencement exercises will 
be held in the late afternoon instead of 
the evening. 

Two economic forums will be attended 
by the entire student body. The first, on 
June 10, will deal with “The Inflation 
Problem.” The panel will be moderated 
by Prof. A. Anton Friedrich of New 
York University and will include Prof. 
Paul W. McCracken of the University of 
Michigan, Prof. Jules I. Bogen of New 
York University, and Dr. John Langum, 
president, Business Inc. 
Chicago. 

The second forum, on June 17, will 
discuss “The Business Outlook” and be 
moderated by Edward A. Wayne, first 
vice president, Federal Reserve Bank of 
Richmond. He will be assisted by Prof. 
Raymond Rogers of New York Univer- 
sity, Martin Gainsbrugh, chief econo- 
mist, National Industrial Conference 
Board, New York, and William F. bu 
ler, vice president, Chase Manhatiar 


Bank, New York. 


aA A A 


@ The 16th Annual Life Underwrii'ng 
School will be held at Storrs, Cc 
July 27-31. 


Economics. 
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PECUNIARY OR FRACTIONAL FORMULA 2 


A New Look at Choices for Obtaining Marital Deduction 


WILLIAM McGORRY 


Assistant Vice President, The Hanover Bank, New York 


HE SO-CALLED “PECUNIARY” FOR- 
"Trnute* made its appearance in the 
frontier days of marital deduction a 
decade ago. As practitioners became 
more sophisticated, the “fractional” or 
“residuary” formula began to displace 
the “pecuniary” type. It would be in- 
accurate to say that there are now two 
contending schools of thought. In prac- 
tice, the two schools flow into and 
around each other like two schools of 
fish. 

The pecuniary formula produces as 
its end product a fixed dollar value. 
It is completely satisfactory so far as the 
Federal estate tax deduction is con- 
cerned. But it has a drawback in rela- 
tion to income tax which was one of the 
chief motives behind the development of 
the fractional or residuary formula. The 
income tax problem comes to this: when 
a fixed dollar legacy is satisfied in kind 
and the assets delivered show an appre- 
ciation over their estate tax value, the 
appreciation must be treated as capital 
gain and the estate must pay income 
tax thereon. 

One effort to avoid this takes the form 
of a direction that assets distributed in 
kind be valued at their estate tax values 
instead of their current market values. 
Apart from the fact that this introduces 
a double standard of accounting, it also 
raises distinct difficulties of a practical 
kind. It may be possible to satisfy the 
spouse’s share with assets having vastly 
disparate current values but a common 
tax value two or three years old. In 
effect this gives the executor power to 
vary the spouse’s share. Where an in- 
harmonious family situation prevails or 
where infants are interested, the executor 
may be hard put to exercise this discre- 
tion to the satisfaction of all concerned. 


*If my said wife ... , shall survive me, I give 
and bequeath to my said wife an amount sufficient 
to utilize to the maximum extent any Federal es- 
tate tax benefit to my estate available from the 
“marital deduction” allowable in the determination 
of such tax after taking into account any other 
property, whether or not passing under this my 
Will, with respect to which such deduction is al- 
lowable. This legacy shall be satisfied only with 
property, or the proceeds thereof, which qualifies 
for the marital deduction. 


422 





An across-the- 
board division, in- 
volving a propor- 
tionate share of 
each separate as- 
set, might be a so- 
lution, but this will 
not always be feas- 
ible. 

The capital gain treatment does not 
apply to a distribution which represents 
a fractional or percentile share of an 
estate, the method by which residue has 
been distributed traditionally. Thus, the 
fractional or residuary formula was 
born. 

There seems to be little doubt that the 
fractional formula will achieve maxi- 
mum estate tax benefit while avoiding 
the capital gain treatment which may 
apply to distributions under a pecuniary 
formula. The worst that can be said of 
it from the tax standpoint is that, where 
there has been appreciation in the estate, 
the fractional formula gratuitously 
builds up the estate of the surviving 
spouse. It does this by carrying into the 
second spouse’s estate a pro rata share 
of increases during the _ executorial 
period which otherwise would fall into 
the non-marital portion of the estate 
and thus escape tax on the death of the 
second spouse. 


Fitting Formula to Figures 


The first problem presented by the 
fractional formula is one of will drafts- 
manship. Because the formula is essen- 
tially an accounting directive, it may be 
helpful first to look at the accompanying 
figures which represent the arithmetical 
situation on which the will language is 
intended to operate. Let us then look at 
some typical language and test its appli- 
cation to these figures. 

Sometimes the attempt is made to se- 
cure a fractional or residuary formula 
by moving a pecuniary formula into the 
residuary clause of the will. But does this 
do any more than create a “first charge” 
on residue, leaving a residue of residue 
to be distributed thereafter? Leaving 








Tax Estate 


Property passing outside will: 
Residence by entireties _$ 35,000 
Insurance: 

Children _. z 

Wife (on option not quali- 
fying for marital de- 
tion) 


10,000 


30,000 $ 75,000 


Property passing under will $570,000 
Claims, ete. _ 45,000 525,000 








Adjusted gross estate __. $600,000 
Estate taxes 

a $ 60,000 

New Werk 5... 5,000 65,000 
Net distributable estate 
(based on tax figures) $535,000 

Marital Share 
Passing outside will $ 35,000 
Tangibles under will _ 5,000 
$ 40,000 


Balance required to make up 
maximum marital deduction (A) $260,000 





One-half adjusted 





gross 
estate _ (B) $300,000 
Testamentary Estate 
SC ee i es $570,000 
Claims, ete. _.. $ 45,000 
Legacies 
eee 5,000 
Others... _.. 20,000 $ 70.000 
Residue before taxes 
(based on tax figures) _____ (C) $500,000 
Appreciation in estate _ 19,000 


(D) $519,000 





Taxes 65,000 
Actual residue for distribu- 
8 eed ANS a oes ee (E) $454,000 





this aside, let us consider those clauses 
which purport to determine a true frac- 
tional interest in residue, 

Clause I reads essentially as follows: 


“All my residuary estate (meaning 
the rest and residue of the property, 
of every kind and wherever located, 
belonging to me at my death and re- 
maining before the payment of estate, 
inheritance and like taxes from said 
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rest and residue or from any portion 

thereof, but not meaning any property 

over which I then have only a power 

of appointment) I devise and bequeath 
‘as follows: 


If my wife survives me, I give to 
... that fractional share of my residu- 
ary estate which will equal the maxi- 
mum estate tax marital deduction (al- 
lowable in determining the Federal 
estate tax on my gross estate for 
Federal estate tax purposes) dimin- 
ished by the value for Federal estate 
tax purposes of all other items in my 
said gross estate which qualify for 
said deduction and which pass or have 
passed to my wife under other pro- 
visions of this will or otherwise. In 
making the computations necessary to 
determine such fractional share, the 
final determinations in the Federal 
estate tax proceeding shall control.” 


Skipping over the mathematical point 
that a fraction, by definition, cannot 
equal an amount (e.g. the maximum 
marital deduction) we face the fact that 
the terms of the fraction are not ex- 
pressed and, in this case, may differ, de- 
pending on the reasoning applied. One 
possible line of reasoning is this: the 
numerator of the fraction should be the 
amount of the maximum marital deduc- 
tion (B). But what is the denominator 
to be, (C) or (D)? It seems clear that 
the fraction should be applied to (D). 
If this line is adopted, it follows from the 
language of the clause that the product 
of this operation must then be dimin- 
ished by the total of all other benefits 
qualifying for marital deduction ($40,- 
(00). If (C) is used as the denomina- 
tor, the product would be $271,400; if 
(D), $260,000. 

The more plausible interpretation is 
that the numerator of the fraction should 
be the difference between the maximum 
marital deduction and all other benefits 
qualifying for marital deduction (A). 
The logical choice of denominator, then, 
would seem to be (C) but a reading of 
Clause II, which follows, suggests that 
some might attempt to use (D) instead. 
Again it seems inevitable that the quan- 
tum to which the fraction would be ap- 
plied would be (D). If (C) were used 
is the denominator the proper mathe- 
matical result would be reached, $269,- 
680, as referred to later. 


Ambiguity Exemplified 


Clause II, which exemplifies one of 
the possible ambiguities that could arise 
under Clause I, reads as follows: 


“\f my wife ... shall survive me, 
I give, devise and bequeath all of the 
rest, residue and remainder of my 
estate, of whatsover kind and where- 
Soever situated, but before making 
provision for any estate, inheritance, 
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succession, transfer or other similar 
taxes, including interest and penalties 
thereon, (hereinafter sometimes called 
‘my gross residue’) as follows: 

1. I direct my Executors to divide 
my gross residue into two parts, to be 
known as Part A and Part B, com- 
puted as follows: 

My Executors shall determine the 
amount, if any, by which (1) one- 
half.of the value of my adjusted gross 
estate as finally determined for feder- 
al estate tax purposes exceeds (2) the 
value, as finally determined for feder- 
al estate tax purposes, of all items of 
property which pass or have passed 
to my wife under other provisions of 
this my Will or otherwise and which 
are allowable as a marital deduction 


under section 2056 of the Internal 
Revenue Code or any _ provisions 
amendatory thereof or supplemental 
thereto. My Executors shall then de- 
termine the percentage which the 
amount so determined shall be of the 
gross residue. Part A shall consist of 
the percentage, so computed, of my 
gross residue and Part B shall con- 
sist of the balance of my gross resi- 
ae 


The difficulty with this clause is that 
it calls for a “circular” equation, to wit: 
(A)/(D) & (D) = (A). Thus, it ap- 
pears that, while the clause sets out to 
create a fractional interest, it winds up 
producing a fixed dollar amount. In 





HOW TO 
FROM THE 
LIFE UNDERWRITER'S 
_ -DIVINING ROD 


~ ‘ 
~~ ‘ 
a “I 
~ s 
~ ‘ 
~™ 


é~ 


~ ‘ 
~ x 
= 
~ 


' 
' 
' 
| 
| 
' 


PROFIT 


, - 
v - 
¢ -” 
¢ - 
¢ - 
¢ ae 


- 


4 -” 
¢ ms 
L - 
- 
~ 


Life underwriters are topflight salesmen who are 
equipped with extra-sensory ability to locate 
estate-planning prospects that a Trust Department 


may normally overlook. 


Earn the valuable help of the underwriter by HELP- 
ING HIM FIRST. One excellent way to do this is 
through your ADVERTISING. 


THE PURSE COMPANY knows how to prepare 
ADVERTISING that promotes and sustains under- 


writer cooperation. 
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other words, the difference between the 
maximum marital deduction and _ all 
qualifying benefits (apart from those re- 
sulting from the formula) will always be 
the end product. 


Two Detailed Clauses 


Now let us look at two clauses which 
undertake to spell out the fractional 
share in detail. In III(a) the interest is 
expressed as a fraction; in III(b) it is 
expressed as the decimal equivalent of 
the same fraction. 


III (a) 


“In case my wife ... shall sur- 
vive me, I direct that my residuary 
estate, meaning hereby all the rest, 
residue and remainder of the property 
of whatsoever kind and wheresoever 
situate passing under my Last Will 
and Testament and remaining before 
the payment of any estate, inheri- 
tance, legacy or similar taxes and 
duties from any part thereof shall be 
divided into two parts, hereinafter re- 
ferred to as Part A and Part B. 

Part A of my residuary estate shall 
be measured by a fraction, the numer- 
ator of which shall be the difference be- 
tween (1) the maximum marital deduc- 
tion allowable to my estate in deter- 
mining the Federal Estate Tax payable 
by reason of my death and (2) the to- 
tal of all benefits which pass or have 
passed to my wife outside of the pro- 
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. of this my Will 
and with respect to which the marital 
deduction is allowable, and the de- 


visions of Article. . 


nominator of which shall be the 
amount of my residuary estate as 
above defined as finally determined in 
the Federal Estate Tax Proceedings. 


I give, devise and bequeath Part A 
as thus defined to my wife absolutely, 
or 

I give, devise and bequeath Part A 
to my Trustees, hereinafter named, 
IN TRUST NEVERTHELESS, etc.” 


IIT(6) 


“T give, devise and bequeath all the 
rest, residue and remainder of my 
property, both real and personal, and 
wheresoever situate, before payment 
of any estate or inheritance taxes 
which shall be payable by reason of 
my death, (sometimes called my 
‘residuary estate’) as follows: 

(a) If my wife, JANE DOE, shall 
survive me, and if the federal estate 
tax becoming due in my estate be- 
cause of my death will be reduced by 
so doing, I give, devise and bequeath 
to my trustee, hereafter named, such 
percentage of my residuary estate as 
shall be required to secure for my es- 
tate a marital deduction sufficient to 
reduce said federal estate tax to the 
lowest possible figure (hereinafter 
called the maximum marital deduc- 
tion). To determine said percentage 
my executors shall (1) subtract from 
said maximum marital deduction an 
amount equal to the value of all in- 
terests and property that qualify for 
said deduction and that pass or shall 
have passed to my wife under other 
articles of this will or otherwise, and 
(2) divide the result thus obtained 
by the total value of my residuary 
estate as above defined (but based, for 
the purpose of this sentence, on the 
values and deductions finally estab- 
lished for federal estate tax pur- 
poses). The portion of my residuary 
estate determined in accordance with 
the foregoing directions shall be 
known as Trust A and shall be held 
and disposed of as hereinafter pro- 
vided. 

(b) I give, devise and bequeath the 
remaining percentage of my residuary 
estate (to be known as Trust B, if 
my wife survives me) or the whole of 
my residuary estate, if she does not 
survive me, (after the payment there- 
from, in either event, of all estate 
and inheritance taxes and interest 
and penalties thereon, as in the tax 
clause provided) to my trustee to be 
held and disposed of as hereinafter 
provided.” 


If you apply both of the foregoing to 
the figures quoted earlier, you will reach 
a common product, namely $269,880. If 
this is added to the non-residuary bene- 
fits qualifying for marital deduction 
($40,000) a total of $309,880 is reached. 
This equals one-half of the adpusted 
gross estate ($300,000) plus that portion 
of the appreciation which bears the same 


ratio to the total appreciation ($19,000) 
as the balance of the marital share ov. 
and above $40,000 (i.e. $260,000) bea 
to the total residue based on the ta 
figures ($500,000).It can be seen tha 


or 


the two clauses quoted explicitly define |7 


a true fraction or its decimal equivalent. 


Administrative Questions 


Presupposing a correct fractional (or 
percentile) formula, our drafting prob- 
lems may disappear. But administrative 
problems still remain. The percentile 
formula quoted above would establish 
the marital interest in residue at 52%. 
But this is established ab initio; before 
the payment of estate taxes. Factually 
these taxes will be paid later—and 
wholly from the non-marital interest. 
Obviously, therefore, the ratio between 
the marital and non-marital interests or 
shares is not going to remain constant 
throughout the executorial period. The 
non-marital share or equity in the whole 
estate is going to decline between the 
date of death and the date of final dis- 
tribution. Query: should income and 
capital gains or losses be adjusted in 
recognition of this shift in equities? 
Strict accounting procedures would say 
“Yes,” but the will clauses quoted above 
are silent on this subject. The question 
as it relates to income will be academic, 
unless someone other than the surviving 
spouse is to share in the income from the 
non-marital portion of residue. 


Attempts to develop will language to 
cover this subject have been somewhat 
less than satisfactory. Perhaps the best 
course is to keep silence, leaving the 
solution to the ingenuity of counsel and 
accountants during the actual adminis- 
tration of the estate. One attempt to 
supply governing language follows, 
(the references are to Clause III (b) 
(supra) ): 


If my wife survives me, the per- 
centages established pursuant to the 
foregoing directions shall be adjusted 
from time to time during the period 
of the administration of my estate to 
take account of all estate and inheri- 
tance taxes and interest and penalties 
thereon paid from the principal of 
Trust B; and such adjusted per- 
centages shall apply to all income 
arising and all increases and decreases 
in principal occurring in my estate 
from the date of each such adjust- 
ment until the date of the next suc- 
ceeding adjustment or the date on 
which the administration of my es 
tate is concluded, as the case may 
be; all to the end that such income 
and increases and decreases in princi- 
pal shall be properly and equitably 
prorated between the portions of my 
estate constituting Trusts A and B. 
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(b) 





Pecuniary or Fractional? 


What conclusions can be drawn from 
the foregoing—not necessarily hard and 
fast rules, but everyday working con- 
cepts for estate planners generally and 
will draftsmen in particular? These seem 
justified: 

(1) The pecuniary formula will ob- 
tain the major tax benefit, the maximum 
marital deduction for estate tax pur- 
poses. In addition, it is mathematically 
precise and, therefore, relatively im- 
mune to questions of interpretation or 
construction. In cases where the spouse 
is not to receive the income from the 
residue of the estate, special provisions 
regarding interest or income on _ the 
marital share may be desirable. 


(2) The fractional formula also will 
secure the primary tax objective: maxi- 
mum marital deduction for estate tax 
purposes. In addition, it can achieve the 
secondary objective of avoiding capital 
gain tax in the estate at the point where 
the marital share is satisfied in kind. 
However, it presents problems in drafts- 
manship and, even when properly drawn, 
may raise questions in estate adminis- 
tration and accounting. It would cer- 
tainly seem preferable, where the frac- 
tional formula is adopted, to spell out 
expressly the terms of the fraction to be 
used. 

Taking all in all, it can be argued that 
the pecuniary formula is perfectly serv- 
iceable for the great majority of cases. 
In ordinary cases the fractional formula 
may not be worth the candle because it 
undertakes to cope with a possible rising 
market over a two or three year span 
(the executorial period) beginning at 
some unknown date in the future but, at 
the same time, may open a virtual Pan- 
dora’s box of problems. 


There are special circumstances in 
which the fractional formula is definitely 
to be preferred. Take the case where a 
major estate asset is an item constituting 
“income in respect of a decedent,” such 
as an insurance underwriter’s commis- 
ion renewals. Here the receipts are 
treated as ordinary income as collected. 
An estate plan based on multiple tax- 
payers, e.g. a series of trusts is, there- 
fore, desirable in order to split the an- 
nus! receipts (taken into the several 
‘s as principal) ,* thus bringing them 
in’ lower income tax brackets. If a 
pe: :niary formula is used for the marital 

outright or in trust, then the 
ital share, being a general bequest, 
nest be satisfied first. Therefore, all re- 
ceipts must be dedicated to the marital 


may be prudent to have the will contain a 
‘i¢ direetive to this effect. 
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share until it is wholly satisfied, which 
means that the advantage of splitting the 
receipts will be postponed. A fractional 
formula, on the other hand, will divide 
the receipts and thus obtain the tax- 
splitting benefit from the outset. 


On net balance, therefore, it is pos- 
sible that we may “outsmart” ourselves 
by voting indiscriminately for the frac- 
tional formula despite its superiority 
over the pecuniary formula in relation to 
capital gains. Nevertheless, let us be 
mindful of the fact that under particular 
circumstances it may offer a distinct ad- 
vantage. 


Difficulty Compounded in 
Single Trust 


There is another facet of marital for- 
mulas which deserves comment, although 
it is beyond the power of estate planners 
or will draftsmen to do anything about 
it. That is the requirement of the Estate 
Tax Regulations (§20.2056(b)5(c) ) 
concerning the single trust with a “por- 
tion” qualifying for marital deduction. 
The Regulations unequivocally call for a 
“fractional or percentile” portion. The 
complications previously noted are com- 
pounded when the draftsman undertakes 
to incorporate a fractional formula in a 
single trust. 

While it may be possible mathe- 
matically to construct a fraction which, 
by its terms, recognizes the estate taxes 
payable from the non-marital portion, 
the idea of translating this into testa- 
mentary language staggers the imagina- 
tion, One end product almost certainly 
would be a construction proceeding. 
Consider, further, that the single-trust 
system is apt to be preferred in smaller 
estates which do not lend themselves 
readily to subdivision. This involves the 
likelihood that income alone will be in- 
sufficient for the spouse’s needs, thus 
necessitating use of principal. As with- 
drawals of principal are made (initially, 
at least, from the marital portion) the 
ratio between the marital and non-mari- 
tal portions will change. 

There is thus created a situation an- 
alagous to that referred to above when 
a fractional formula is used and the non- 
marital share of an estate during the 
executorial period is reduced by pay- 
ment of taxes while the marital share 
remains constant. The query posed there 
was: should capital gains or losses be 
adjusted in recognition of this shift in 
ratios? Under a two trust will (or one 
where the marital share passes outright) 
the problem would be pertinent only 
during the relatively short period of 
estate administration. In a single trust 


with a portion qualifying, the problem 
would continue throughout the life of 
the trust or until the exhaustion of the 
marital portion. Again the question 
arises: is it best to leave this problem 
to the ingenuity of those who will ad- 
minister the trust or should an appro- 
priate provision be incorporated in the 
will? Attempting to attach a provision 
of this kind to a formula for a single- 
trust, already overburdened with quali- 
fications, would probably collapse the 
whole fabric. 


The effect in practice of these technical 
difficulties is to inhibit use of the single 
trust with a “portion” qualifying for 
marital deduction. Barring a change in 
the Regulations, the drafting problem, 
at least, might be overcome by the use 
of an expressed fraction, e.g. one-half or 
50%, in lieu of a fraction projected by 
a formula. To be sure, the result might 
exceed or fall short of maximum marital 
deduction in a given case. But, on the 
assumption that the single trust is apt 
to be used in smaller estates, it seems 
likely that an informed estimate can be 
made in most instances, so that the tax 
outcome will not be seriously out of 
agreement with the optimum result ob- 
tainable. 
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Canadian Progress Report on 


INDIVIDUAL RETIREMENT SAVING PLANS 


J. FRASER COATE 


Manager, Pension Division, Montreal Trust Company, Toronto 


HE AMENDMENT TO THE CANADIAN 

Income Tax Act, providing for Reg- 
istered Retirement Savings Plans, was 
enacted in April 1957, to apply to the 
1957 and subsequent taxation years. 


The Canadian plan was described in 
some detail in TRUSTS AND EstaTEs, June 
1957, page 551. Now, after nearly two 
full years of operation, it is hoped our 
experience may be of interest and assis- 
tance particularly to those of our Amer- 
ican friends who contemplate establish- 
ing a somewhat similar type of plan 
within the limitations of the Keogh Bill. 


Due to the nature of this personal ser- 
vice, it may be some time before really 
significant statistics and information 
based on actual experience are available, 
but some questions have been answered 
and the overall pattern is emerging. 
Whether public reaction will be the same 
in the United States remains to be seen, 
but the Canadian story to date is as fol- 
lows: 


Public Response 


From the outset coverage has been 
available through one or more of the fol- 
lowing media: 


(1) Canadian Government Annuities. 
(2) Life Insurance Contracts. 

(3) Association Plans. 

(4) Mutual Funds. 

(5) Trust Company Plans. 


The public response during the first 
two years is indicated by the following 
tables: 


1957 


CANADIAN RETIREMENT SAVINGS PLANS 
INDIVIDUAL REGISTRATIONS 


Approximate 





Administration Number 
Trust Company Plans - 3,750 
Life Insurance Contracts 9,000 
(% new applications) 

Government Annuities _______. 15,000 

(% new applications) 

Association Plans _. 2,250 

ee ee 2,000 
ESTES a Se pe 32,000 


This, on the whole, was obviously 
most discouraging, particularly with the 
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prior agitation for 
such legislation 
and the supposed 
wide-spread _inter- 
est. Then, too, be- 
cause of the exten- 
sive publicity ac- 
companying the 
enactment of the 
amendment, together with the advertis- 
ing campaigns of the various underwrit- 
ers, it was hoped public interest would 
be stimulated to a much greater extent 
than the results indicated. 

Why it was not can only be presumed, 
but some of the main reasons may be the 
“newness” of the service, individual in- 
ertia as exhibited by prospective mem- 
bers, the fact that it is not a “get rich 
quick” scheme, the traditional indepen- 
dence of the professional or self-em- 
ployed, the absence of an upward ad- 
justment in income tax rates and the 
adoption of a “wait and see” attitude. 

On the other hand, there was undoubt- 
edly a lack of sufficient individual solici- 
tation — a major and continuing prob- 
lem for the trust company — and the 
impossibility of individual salesmen be- 
ing able to demonstrate past perform- 
ance and experience in this field. The 
satisfied customer — those already 
“sold” — and the tendency to higher tax 
rates should prove both pleasant and 
unpleasant plus factors in the future. 

For the second year, when promo- 
tional and sales campaigns presumably 
got off the ground and were better organ- 
ized, the comparable statistics were: 





1958 


CANADIAN RETIREMENT SAVINGS PLANS 
NEW INDIVIDUAL REGISTRATIONS 





Ratio 
Approx. to 1957 
Administration Number Applications 
Trust Company Plans. 2,935 78% 
Life Insurance 
Compacts .......... 6,124 57% 
Government Annuities 5,700 38% 
Association Plans _.._ 1,205 54% 
Mutual Funds .__..-—s- 2,852: 116% 
Total 17,289 





So now where are we? 


It was to be expected that the second 
year results for both life insurance con- 
tracts and Government Annuities would 
be less, due to the fact that in 1957 a 
good portion of those registered were 
existing contracts. We cannot determine, 
as yet, the proportion of new business 
for 1958 of these underwriters but would 
expect it to be higher than that of 1957. 

As stated in a previous article we ques- 
tion the desirability of Association plans 
both from the standpoint of the member 
and the trustee. From such statistics as 
are available it would appear the one 
relatively successful plan, that of the 
Canadian Medical Association, gained 
some 450 members whereas 23 others 
gained an average of but 33 each. 

We are concerned that once the Asso- 
ciation Secretary or Committee respons- 
ible for the installation of the plan lose 
their initial enthusiasm, so will its mem- 
bership. Association plans do not offer 
value such as is provided by group life 
coverage. Administrative costs are ob- 
viously as much or more than those of- 
fered by individual plans. Unless invest- 
ed in a sizable pooled fund, it is im- 
probable investment results will com- 
pare favorably. Indeed, if invested as an 
individual fund, decreasing membership 
for the normal reasons without continu- 
ing sales drive for new members may 
well result in a small, unbalanced fund 
and most undesirable end result. 

Mutual Funds sell memberships with 
salesmen who receive a commission. It 
is noteworthy how many people will pay 
a loading of 8% for the privilege of hav- 
ing a salesman convince them they 
should sign an application. 

Trust Company plans show the next 
largest percentage gain, but with a total 
membership of only some 6,680 can 
hardly, as yet, claim it a successful en- 
deavor. 


Establishment of Charges 


Among trust companies the usual 
charge is 34 of 1% of the market value 
of the fund per annum. This, in most 
plans, is deducted from income at the 
rate of ;°;% quarterly which, of course, 
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is applied to the quarterly unit valuation. 
This fee was established from the basic 
charge on corporate pension funds plus 
¥, of 1% for individual accounting. 
Contrary to pension fund practice, so 
far we do not contemplate reducing the 
fee with the growth of the fund. The 14 
of 1% is competitive with the adminis- 
tration charge of most mutual funds. 

It should be noted that where the 
funding is split, as in the case of an As- 
sociation Plan, with equity dollars going 
to the trustee, and fixed interest dollars 
to an insurance company, the latter cus- 
tomarily handles all record keeping, in 
which case the trustee’s fee is reduced 
to 14 of 1%. 

The foregoing are the only significant 
charges to date, and they have not had 
to be altered so far. 


Preparation 

(a) Personnel Training 

Initially regular pension division per- 
sonnel were used who grew up with the 
job in addition to their regular duties. 
As the volume increased and has con- 
tinued to increase, individuals were as- 
signed to the retirement savings plan ex- 
clusively. Where the plan is such that 
the majority of contributions are re- 
ceived annually, additional personnel 
must be assigned temporarily to work 
with the permanent personnel. As much 
of our record keeping as possible has 
been adapted to mechanical equipment, 
which has been of great assistance and 
which presented no problems once the 
procedures were established. Pension 
division personnel should be able read- 
ily to adapt themselves to the methods 
and procedures introduced. We have no 
particular points to stress in personnel 
training, but if the entire Plan is kept as 
simple as possible major problems 
should not arise. 


(b) Forms 


We have tried to keep these as simple 
and as few as possible in number. The 
ones we use are: 


1. Application for Membership 

2. Certificate of Membership including 

_ the Declaration of Trust 

6. Reminder cards sent to members 
shortly before the deadline for re- 
ceiving contributions 

*. ‘Tax Receipt — one copy to be filed 

vith income tax return, one copy 

‘or member’s record and one copy 

‘or office record 

\nnual Statement of plan fund 

Annual Statement of member’s in- 

‘erest in fund 

“emittance list to accompany con- 

‘vibutions reeeived from bank 

oranches 

Ledger card 


May 1959 


(c) Altering Procedures 


As the retirement savings plan fund 
is operated on approximately the same 
basis as our pooled pension fund for cor- 
porate clients, very few procedural al- 
terations were necessary. The main dif- 
ference was the necessity of establishing 
a procedure for the receipt of, record 
keeping for, and acknowledgment of, in- 
dividual contributions. 


How to Keep Costs Down 


A cost analysis would be the only 
accurate way to determine where major 
economies in the operation of the plan 
could be effected. At this early stage, 
however, the effective value of such an 
analysis is debatable. Fully realizing the 
absence of precedent and available ex- 
perience, we were inclined to feel our 
way, and although consciously aware at 
all times of costs, we nonetheless felt 
that promotional and establishment costs 
would have to be treated as a long term 
investment, and that some years would 
elapse before we were firmly in the 


black. 


It is as yet difficult to say what expen- 
ditures were or were not justified, and 
together with the fact that there has been 
no substantial alteration in our methods, 
we can provide little advice as to how to 
reduce costs. 


Do’s and Don’ts 
DO 


1. Realize that you must in great part 
sell personally to the individual 

2. Anticipate little or no profit in the 
initial stages 

3. Strive for simplicity of operation 


4. Be prepared to have a knowledge- 
able person available to handle per- 
sonal and telephone calls 

5. Be prepared to compete with life 
insurance and investment fund sales 
forces 


DON’T 


1. Expect to be inundated with appli- 
cations 

2. Presume to be able to determine a 
member’s requirements as between 
equity and fixed interest invest- 
ments. In other words, don’t oper- 
ate a blended fund but segregate in- 
vestments into these two categories, 
and require that the member direct 
you as to apportionment. In our 
case, 70% of the contributions were 
directed to equity investment for 
1957 and 75% for 1958. 


Solicitation 


As banks do not normally have sales 
personnel, we largely must rely on ad- 
vertising media, including direct mail. 
All employees should be briefed on the 
highlights of the plan to “talk it up” out- 
side the office. Some form of incentive 
may be desirable. As to the employees 
directly involved with pensions, we 
should always have an “expert” available 
to handle telephone and personal inquir- 
ies. 


The value obtained from advertising 
can fluctuate greatly, of course, but be- 
yond explaining the features of the plan, 
we stress the tax saving and eventual 
accumulation. Direct mail to lists of the 
professions is probably the best media. 

If an individual does not choose to 
join the plan, he may feel that he can 
accomplish more by private investing. In 
Canada the argument for this is prob- 
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Estate Planning 

Executor and Trustee 
Administrator of Estates 

Agent for Executors or Trustees 
Management and Safe Custody 


Real Estate: — appraisals 


Trustee of Bond Issues 
Transfer Agent and Registrar 
Paying Agent 

Trustee of Pension Funds 
Trustee of Endowment Funds 
Mortgage Loans 
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— management 
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ably stronger than in the U. S. in that 
there is no capital gains tax and a 20% 





REGISTERED PLAN vs. INDIVIDUAL INVESTING 


A. B. C. 

credit for dividends from taxable Cana- Income at age 40 _... $10,000 $ 17,000 $ 25,000 
dian corporations can be claimed. REGISTERED PLAN 
Nevertheless, the sample comparison Annual gross contribution —________ $ 1,000 $ 1,700 $ 2,500 
herewith, if adapted to U. S. conditions, Accumulation at age 65: 
should strongly support the case of the Fixed Interest Fund at 5% per year ___. $47,700 $ 81,150 $119,350 
Recistered Ret; Pl Equity Fund Dividends at 5%; apprecia- 

egistere etirement an. on 26 2S ger sear 63,200 107,500 158,150 

Statistics still indicate that only a NoN-REGISTERED PLAN 
minority of those living until age 65 Marginal income tax rate —______________ 24% 38% 43% 
have happily and securely provided for Comparable annual contribution —... 760 1,054 1,425 
ae . . Accumulation at age 65: 
lifetime aOR independence. Trust- Fixed Interest Fund at 5% (after tax)_ $35,300 $ 43,860 $ 52,000 
2:wiegtlts ae! Spent Mas cael Mig part of the re- Equity Fund Dividends at 5% (after 
sponsibility to assist mankind in achiev- tax); and appreciation of 2% per year 46,700 57,800 68,000 
ing this important goal in life. % of accumulations under non-registered 

plan to registered plan (approx.) —-.... 75% 55 % 45% 





TRUST CONFERENCE 

(Continued from page 412) 
institutional advertisements in Canadian 
publications during 1958. 

Chairman R. G. Thomas, Q. C., gen- 
eral manager of Victoria and Grey Trust 
Co., Lindsay, reported that trust volume 
continued to increase during 1958 but 
that profit margins in the executor and 
personal trust sector were, as always, 
incommensurate with the services ren- 
dered. In this connection, he referred to 
the use of common trust funds as an aid 
to small account investment; this total, 
however, rose only $1,645,000 in 1958 to 


$16.6 million, representing 2,014 ac- 
counts in the six restricted and one dis- 
cretionary funds in operation. 

Legislative activity formed an im- 
portant part of the Section’s work in be- 
half of trustees and their customers, 
among them representations in connec- 
tion with amendments to the Security 
Transfer Tax Act and the Succession 
Duty Act, as well as the Uniform Com- 
panies Act. Special Section committees 
worked on the Estate Tax Act and on a 
study for a central certificate depository 
proposed by the Toronto Exchange. 

A brief was prepared on the proposed 
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Absentee landowners, with oil and 
contact 
— which offers complete fiduciary 


services and ancillary administration 


in this growing area. We want to 








other interests in the Deep South, 


our Trust 


Department — Mississipp?’s largest 











Deposit Guaranty 


Bank & Tut Co. 
JACKSON ae MISSISSIPPI 


CAPITAL AND SURPLUS $12,000,000.00 


MEMBER FEDERAL RESERVE SYSTEM AND 


FEDERAL DEPOSIT INSURANCE CORPORATION 


Uniform Wills Act at the request of the 
Ontario Government and the Pension 
Trusts Committee offered suggestions to 
the Department of Municipal Affairs in 
connection with regulations to be made 
under the Municipal Act which would 
have to do with trusteed pension plans 
for municipal employees. The Section 
was likewise largely responsible for 
amendment of the Mental Incompetency 
Act to permit committees to invest with 
court approval monies of mentally in- 
competent persons in trustees securities. 
It also supported the Variations of 
Trusts legislation, 

Mr. Thomas remarked that the large 
number of measures proposed or enacted 
during 1958 in both Ontario and the 
Dominion which have a bearing upon 
estate and trust affairs indicated chang- 
ing public attitudes toward trusteeship. 
In addition to those mentioned, he cited 
the Wills Act, having to do with descent 
of properties to children; special legisla- 
tion to permit investment changes in the 
Fulford Estate; the Charitable Gifts Act: 
and an amendment to the Loan and 
Trust Corporation Act concerning the 
fiscal year and other company items. 

Kenneth Coulson of National Trust 
Co., Ltd., reported for the Stock Transfer 
Committee a decline in the volume of 
share certificates issued, with a small 
rise in the volume and amount of divi- 
dend check disbursements. Further 
mechanization and streamlining of these 
routine operations are being studied. 


Gordon Smith of National Trus! Co.. | 
Ltd., stated that the Trust Administration 


Committee had continued its studics on 


adequate compensation for trust ser ices. 

For the coming year, J. G. Haxton, 
assistant general manager, Mortreal 
Trust Co., Toronto, was elected (hair- 
man; E. E. Spencer, Eastern Trust Co.. 
Toronto, was named vice-chairman and 
W. R. Scott was renamed secr:iary- 
treasurer. 
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7| ‘The Case of the 
‘| Opulent Orchid Collector 


0 (Hubert, the Harris Lion, recounts a true story about 
: an unusual service extended one of our 

00 FF ° 

correspondent banker friends) 





*“Over the years we have performed all manner 
of extra services for our correspondent cus- 
tomers. The following is the story of an ‘un- 
usual’ extra service—and we use it here to 
emphasize what you can expect at the Harris 
Bank. 

*‘Picture in your mind a banker and an in- 
dustrialist visiting greenhouse after green- 
house for an entire afternoon—searching for 
rare species of orchids. 

“Now to outsiders, to people unfamiliar 
with the ways of the Harris, this situation 
might be regarded as slightly unorthodox 
banking procedure. But to insiders, to people 
who do business with the Harris, the above is 
a perfect example of the close, personal rela- 
tionship that exists between the Harris and 
its customers. 

“The Orchidologist of our story was a 
valued out-of-town Harris customer. While in 
Chicago, after winding up his business discus- 
sion with us, he expressed a desire to search 
for rare species of orchids to add to his private 
collection at home. 

“One of our officers was, of course, more than 
delighted to escort him—and happily the tour 
was a success. 

*‘At the Harris—any request from a corre- 
spondent gets the enthusiastic attention of 
our officers. Keep this firmly 
in mind when you are plan- 
ning to establish a new—or 
additional— correspondent 
relationship here in Chicago.” 
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SOTHEBY'S of LONDON 


34 New Bond Street, London 


Established 1744 


~~ 


The world’s oldest and today 
most widely experienced 
AUCTION HOUSE 
for pictures, works of art, silver, 
antique jewellery, porcelain, 
books and manuscripts. 


ae 


1957/58 turnover was again over 
eight and one-half million dollars, 
with a substantial percentage of 
American consignments, which can 
now be PAID IN DOLLARS. 


~ 


Full particulars of 
low commission terms 


(10%-15%) 
and specimen catalogues 
on application to 
34 New Bond Street, London 
or 61 Broadway, New York 
(Bowling Green 9-0765) 

















IN DELAWARE 


Bank of Delaware’s wide experience 
in estate settlement and trust admin- 
istration is backed by financial integ- 
rity, prompt, sympathetic attention to 
needs of beneficiaries, and impartial, 
informed group judgment. Our facil- 
ities are efficient, economical, com- 
plete—recognized and used through- 
out the world. Wherever you and 
your customers are, you can depend 
on us... we are always at your serv- 
ice in Delaware. 


BANK of DELAWARE 


Main Office: 901 Market Street 
Wilmington, Delaware 


Wilmington * Newark * Odessa * Smyrna 
Dover * Seaford * West Seaford 


Member: FDIC ¢ Federal Reserve System 
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SUCCESS OF TRUST FILM IN CANADA 


CARMAN A. JERRY 


Supervisor, Business Development, The Royal Trust Co., Montreal 


HE RoyaL Trust CoMPANY AC- 
y ete last May, all rights for 
Canada to the film, “So Little For Eve”, 
which was produced by the Trust Divi- 
sion of the New York State Bankers 
Association. While the film in some 
aspects, particularly with regard to some 
of the dialogue, is not fully applicable 
to Canadian terms and practices, we have 
nevertheless found it to be a good aid to 
business development, a good door- 
opener and very useful as an educational 
medium. We have not yet used it ex- 
tensively; but are rather feeling our 
way along. 

We have had some twelve to fifteen 
showings to groups of officers and staff 
in the Company, life insurance agencies, 
clubs for mixed couples in churches, 
small groups of owners of businesses and 
on two occasions as the lead-in to a 
panel discussion on wills, taxes, estate 
planning and trusts. We have avoided 
showings to noon luncheons in Service 
Clubs and similar gatherings as we be- 
lieve the general worth of the film is de- 
pendent upon sufficient time afterwards 
to have a panel engage in a discussion 
or answer questions. 

The two most successful showings 
were to audiences of men and women, 
the first with about 100 present and the 
second sponsored by Loyola College 
(Commerce and Finance Department) at 
which there were some 240 men and 
women present. Both of these group 
meetings were held in the evening. The 
film was shown as a lead-in. A panel 
comprising a chartered accountant, a 
lawyer, a life underwriter and a trust 
officer was formed. All questions from 
the audience were in written form and 
picked up by attendants. This kept con- 
trol of the evening strictly in the hands 
of the Moderator of the panel, and had 
the advantage of not embarrassing any- 
one in the audience who wanted to ask a 
personal question. To get the ball rolling 
each member of the panel had previous- 
ly prepared and given to the Moderator 
five questions, which each could answer, 
calculated to stimulate interest in the 
audience. This proved to be very suc- 
cessful, and after the film the Moderator 
simply stated that a number of ques- 
tions had already been submitted and 
invited the audience to submit further 
inquiries. 

The response and interest at these two 
particular meetings has convinced us of 


a great need for this kind of Forum dis- 
pensing information on estates, wills etc. 
to the general public. Future Forums 
are being planned in Montreal and area, 
and a women’s Forum of some magni- 
tude is being planned by The Trust Com- 
panies Association of Canada’s Public 
Relations Committee. It is to be held in 
Toronto in the Fall. The film will be 
shown at this meeting and a panel of 
trust officers will be instructed to answer 
questions about wills, taxes, investments 
for estates, and related matters. 


The film was cut and edited to elimi- 
nate the scenes from the time the boy in 
the film runs from his late father’s office 
until the one where the individual execu- 
tor, in his recreation room, is talking on 
the phone to the widow. The elemina- 
tion of this particular part, which didn’t 
seem to add much to the general over- 
all effectiveness, shortens the film suffi- 
ciently to complete the showing of intro- 
duction and closing remarks in thirty 
minutes. We added two special frames to 
the film for use in Canada. The film 
starts with the wording flashed on the 
screen: “The Royal Trust Company in 
the interest of Better Estate Planning 
presents, So Little For Eve,” and at the 
end a frame was added with a message 
which it is hoped leaves a lasting im- 
pression: “We hope you have enjoyed 
this film and that it will help you to 
avoid the same mistake of Dan Harper 
— The Royal Trust Company.” 


The Royal Trust Company purchased 
two copies of the film. One is located 
in Montreal and serves this area and 
eventually Eastern Canada, when and 
where needed. The second copy is located 
at Toronto and will be used by company 
business development officers there and 
throughout Ontario for similar meetings. 
Our branch system across the coun- 
try has of course many advantages, and 
eventually, as needed, either or both the 
present copies of the film will go to the 
Western part of Canada for showings. 01 
we will acquire further copies for that 
purpose. 


We feel that our experience so far 
with the film has been satisfactory anc 
encouraging and that it will do the 
primary job for which we intended it 
namely as an educational tool sup 
ported by information either from 
panel discussion or questions answered 
extemporaneously by a trust officer. 
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CORRELATING PERSONALIZED SERVICES 


Various Trust Facilities for Same Customer Coordinated 


HAROLD A. SAYWELL 










Public Relations Officer, Crown Trust Company, Toronto 


OUR EDITOR EXPRESSED THE OPINION 
b gem a short summary of the “Per- 
sonalized Services” being featured by 
some Canadian trust companies would be 
of interest to the personnel of American 
banks and trust companies. Actually 
there is nothing new involved but only 
a different focus of attention. Person- 
alized Service is a complete management 
service in regard to stocks, bonds, mort- 
gages, real estate, the preparation of in- 
come tax returns, the payment of taxes, 
insurance premiums and other accounts, 
all of which is handled through a single 
trust officer. 

The services of Canadian trust com- 
panies are entirely fiduciary. They are 
the only corporations there authorized to 
carry on a trust business. They are separ- 
ate entities and do not function as a di- 
vision or department of the business car- 
ried on by banks as in the United States 
and Great Britain. With some 175 
branch offices in large and small centers 
in every province, the 40 trust compa- 
nies in Canada are enabled to give to 
small communities services usually avail- 
able only in the larger cities. 

The past decade has seen a tremen- 
dous expansion in the travel habits of 
our people, and extended trips are now 
quite common, There is a growing ten- 
dency, as our economy expands and in- 
vestment becomes more complex, for 
business and professional people to free 
themselves of the details of management 


of all types of property so as to concen- 
trate on their own business. These and 
other factors result in the expert services 
of the trust company being utilized at 
an increasing rate. 


Agency or “Secretarial” Services 


Services offered by Canadian trust 
companies follow much the same pattern 
as in the States. Here too, the danger of 
inflation and concern over market con- 
ditions would seem to dominate invest- 
ment sentiment, and the investment de- 
partment of a trust company, backed by 
the experience and advice of its board 
of directors, is relied on more and more 
for the traditional functions of invest- 
ment recommendations, safekeeping, 
collection of interest and dividends, re- 
demption of called bonds and exercise of 
rights. 

But it is also in the care of non-secur- 
ity assets and personal agency services 
that more people are finding our profes- 
sional services helpful. As agent for man- 
agement of real estate, we help them se- 
cure tenants, collect rents, pay obliga- 
tions, arrange and supervise repairs and 
general maintenance. This is work which 
the average individual either dislikes or 
is not equipped to handle. 

Most Canadian trust companies have 
well established real estate departments 
and are equipped to act as agent for the 
purchase, sale and valuation of real es- 
tate. 











Canadian Property... 


@ We can place at your disposal complete trust facilities 
through eight offices in key Canadian Centres. 


e@ Our experience covers over 60 years of friendly service. 
Over $200,000,000 under administration. 


Crown Trust Company 
302 Bay Street, Toronto, Canada 
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In addition to the customary execu- 
torships, instances occur with consider- 
able frequency where a friend is nomin- 
ated as an executor under a will and 
finds the task too burdensome. The trust 
company is asked to take over the whole 
or part of the administration. 


The “Packaged” Service 


Because of our complex economic sys- 
tem a man’s wealth is usually a combina- 
tion of several types of property. An in- 
dividual may therefore have need of a 
number of trust company services at one 
and the same time. In order to handle 
them efficiently, these services must come 
under the management of separate de- 
partments of the trust company. It is 
confusing and annoying when a client 
must contact the various departments in 
dealing with his affairs. 

Therefore some of the Canadian trust 
companies now feature what we are call- 
ing the “Personalized or Packaged Ser- 
vice.” A trust officer is appointed to look 
after all the affairs of a particular client 
in the same manner in which he would 
perform his duties for the beneficiaries 
of an estate. He co-ordinates and super- 
vises the work done by the various de- 
partments, and sees that the client is fur- 
nished with proper accounting state- 
ments. In addition, he offers his services 
in the preparation of income tax returns, 
payment of taxes, insurance premiums 
and other personal obligations. 

This personalized service appeals to 
individuals who are too busy to be trou- 
bled with details, or who for other rea- 
sons wish to be relieved of this work and 
still have the assurance that their inter- 
ests are safeguarded in a capable and 
confidential manner. 

Canadian companies have adopted 4 
national co-operative advertising plan in 
order to bring such services before the 
public and anticipate growing recogni- 
tion both in the personal and corporate 
trust fields. 


Bf 
@ A panel on trust services was a ‘¢a- 


ture of the April 8 meeting of the “{il- 
waukee group of the National Assc: 1a- 
tion of Bank Women at Racine. 
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Is Golf Really Relaxing? 


The question of whether golf constitutes relaxation can be answered 
isfactorily, we suspect, only by the individual golfer, or perhaps 


psychiatrist. It has always seemed to us that sport, leisure, and 


‘n business itself, are most satisfactorily practiced by people whose 
rsonal affairs are in smooth working order. 


Under “personal affairs”, one’s finances must be assigned a high 
rity. And in this field—the prudent management of capital—our 
ist Company must be assigned top-flight ranking. It is the oldest 
‘ largest institution of its kind in the country; one whose experi- 
», facilities, and services are rarely to be matched elsewhere. 
“stment Advisory Service, for example, is made to order for busy 

utive-golfers and others. Our booklet““How To GET THE MOST OUT 

(OUR INVESTMENTS” tells the story quickly and easily. Why not 

e for your copy now? : 
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CANADIAN Trust YEAR IN REVIEW 


Association Activities Keep Pace with Progress 


C. F. HARRINGTON 


President, The Trust Companies Association of Canada; 
Vice President, The Royal Trust Co., Toronto 


ha YEAR 1958 WAS ANOTHER ONE OF 
tremendous growth in the value and 
extent of Canadian trust company serv- 
ices, and of extraordinary activity and, 
we hope, accomplishment in your As- 
sociation. 

In 1953, R. S. Anderson, first Presi- 
dent of the Associaton, reported assets 
under administration by all Canadian 
Trust Companies of $4.5 billion dollars. 
This amount represented a 71% increase 
in the twenty years since the Ontario 
Association was formed in 1932. As evi- 
dence of the tremendous expansion of the 
trust business since that time, I can re- 
port that assets under administration in 
1958 rose by $912 million to a total of 
$7,279 million. This represents an in- 
crease of 60% in the last five years 
alone. Gross National Product, however, 
increased 700% from 1932 to 1952 and 
only 50% from 1952 to 1958. From 
these figures it would appear that we 
have begun to keep pace with the growth 
of the Canadian economy. 


Company funds last year increased 


$3,794,000. 
Ordinary deposits increased $70,- 
632,000. 


Guaranteed Investment Certificates 
rose $101,000,000., and Estates, 


Trusts, and Agencies funds in- 
creased $736,000,000. 
Trust Company income increased 


$5,000,000., and gross profit, after 
taxes, increased $1,041,000. 


Notwithstanding the increase in the 
volume of trust business, through amal- 
gamation there are three fewer trust 
companies in Canada today than last 
year, and three fewer members of the 
Association. The companies concerned 
are Western Trust, Equitable Trust, and 
Maritime Trust. However, we have added 
one associate member, The Bank of N. 
T. Butterfield & Son, Limited, of Hamil- 
ton, Bermuda. 

Trust business, of course, is within the 
class of economic activity that contrib- 
utes services rather than goods. And 
there is a growing trend to expansion of 
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service industries. This is the natural 
result of an advancing economy like 
ours. Increasing industrialization, to- 
gether with social and economic changes 
in recent years, have brought about a 
greater demand for the kind of services 
we have to offer in both corporate trust, 
personal trust, and agency fields. That 
we are fulfilling this demand to some de- 
gree is illustrated by the increase in as- 
sets under administration just referred 
to. 


Pension Funds Rise 


The rapid growth of employee pension 
plans, and enactment of legislation au- 
thorizing self-employed retirement sav- 
ings plans, has been an important factor 
in the increase in trustee services in the 
past few years. Assets of trusteed pen- 
sion funds administered by trust compa- 
nies at the end of 1957 were $669.5 mil- 
lion. In 1958 they were $770 million, an 
increase of $100 million during the year. 


In order to follow progress in the pen- 
sion trust field, member companies have 
been asked to provide, in confidence, 
certain figures of employer and individ- 
ual trusteed savings plans. Co-operation 
in this respect has been very good. 


Much in the field of Pension Trusts is 
new, and your Pension Trust Committee, 
under a series of able and hard-working 
chairmen, including the present incum- 
bent, Larry Baldwin, of National Trust 
Company, has been working diligently 
on your behalf during the year to help 
smooth out legislative and procedural 
matters which are so important to the 
efficient operation of these plans and to 
good relations with our principals and 
the public. Representations have been 
made to the Federal and Provincial Gov- 
ernments with respect to Income Tax 
and Succession Duty aspects, with en- 
couraging results. Submissions were 
made by the Committee in respect of the 
study of Old Age Security by Dr. Rob- 
ert M. Clark, and his report has been 
made to the Federal Government. One 
gathers that no immediate or revolution- 
ary changes are contemplated. 


New Legislation Sought 


Because other provinces may ultimate- 
ly be affected, the National Association 
loaned its assistance to the Ontario Sec- 
tion in making representations to the On- 
tario Government about the Uniform 
Companies Act, the Uniform Wills Act, 
and several matters of concern to pen- 
sion tursts. The Association gave its full 
support to Mr. Terence Sheard when he 
made his representations to the Ontario 
Government in connection with the Var- 
iations of Trusts Act. (See page 411 for 
summary of Mr. Sheard’s remarks. ) 

One of the important accomplishments 
of the Association during the year was 
the preparation and submission of a 
brief on the Estates Tax Act to the Fed- 
eral Government. Our thanks are due to 
members of the committee from Mon- 
treal and Toronto and in the regional 
sections for their assistance, and also to 
Roy Courtice, Ernie Godwin, Claude 
Paxton, and others, for the time and ef- 
fort they gave to attendance at hearings 
at Ottawa before committees of the Com- 
mons and Senate. _ 

In several provinces there has been 
legislation during the year affecting trust 
company operations. A new Trust Com- 
panies Act was introduced into the Al- 
berta Legislature, but, through lack of 
time, did not reach third reading. It is 
understood it will be proceeded with at 
the next session. Your Association was 
requested by the Alberta Section to give 
assistance in a study of the Bill before 
introduction into the House, and this we 
were able to do. After considerable nego- 
tiations with counsel for the Alberta Sec- 
tion, the Bill now appears to be in rea- 
sonably satisfactory form. 

Legislation was introduced and passed 
in the British Columbia Legislature 
amending the Trustee Act to broaden in- 
vestment powers of trustees, but, unfor- 
tunately, it also requires separate bank 
accounts to be kept for each estate or 
trust, and also that securities invested by 
the trustee shall be registered in “is 
name as trustee for the particular trust 
for which the securities are held. Ccn- 
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sideration should undoubtedly be given 
to making representations to the British 
Columbia Government in this connec- 
tion. 

Regional Sections have been asked to 
arrange to obtain copies of Bills, and to 
give preliminary study to those that ap- 
pear to be of interest and importance to 
trust companies. 


Institutional Advertising Expanded 


Notwithstanding the satisfactory level 
of business, member companies are gen- 
erally in agreement as to the desirability 
of an effective institutional Advertising 
Programme. A start was made in 1956, 
in a small way, with a budget of about 

7,000. In 1958 the budget was slightly 
over $17,000. 

After thorough consideration, your In- 
stitutional Advertising Committee, under 
the chairmanship of Mr. G. S. H. Carter, 
recommended that the budget for 1959 
be raised to approximately $28,000, in- 
creasing the number of insertions from 
21 to 51, with a change, also, in the 
media used. The programme recommend, 
ed by the committee this year, with its 
greater frequency and continuity, is de- 
signed to reach the most lucrative poten- 
tial market for trust company services, 
and to obtain the greatest circulation at 


the least cost. The Committee recognizes 
that the programme is still in the ex- 
ploratory stages, and that there is still 
room for improvement. 

The Committee’s recommendations 
were approved by the general meeting, 
and the response is indicative of the sup- 
port which the programme is receiving 
from member companies. All but two 
companies, of those that participated last 
year, are taking part in the enlarged pro- 
gramme for 1959. The French-speaking 
companies in Quebec are giving full sup- 
port. No budget increase is contemplated 
in the immediate future, but the com- 
mittee will continue its efforts toward 
development of a truly representative in- 
stitutional Advertising Programme. The 
committee has worked very hard to make 
the programme a success, and the Asso- 
ciation is most appreciative of its efforts. 


New High in Trust Trainees 


The great growth in the volume of 
trust services has required additional 
trained staff, and member companies are 
increasingly taking advantage of the 
course conducted for the Association by 
Queen’s University to provide the train- 
ing necessary to employees of Estates 
and Trusts Departments. As you have 
heard, new registrations in 1959 were 


136 — an all-time high for one year — 
which brought the total number of stu- 
dents in the course to 322 — a new high 
in enrollments. 

So far this year, the actual value of 
registrations and examination fees for 
students enrolled in the course is $15,- 
952, plus $4,385 in unused credits from 
previous years. 

I mention these figures only to show 
that the Trust Companies Employees 
Training Course has grown to substan- 
tial proportions, and that a considerable 
amount of money is being spent by mem- 
ber companies in the training of employ- 
ees to meet the requirements of the in- 
creasing demand for trust services. The 
administrative detail resulting from the 
greatly enlarged number of enrollments 
has increased the work of the Associa- 
tion markedly. Fhis year, for the first 
time, statements of account were for- 
warded to member companies for regis- 
tration and examination fees. The 
amounts in some cases were as much as 
$2,000 and $3,000. It is hoped that the 
substantial amounts represented by these 
accounts ‘will impress on member com- 
panies the necessity to follow up the pro- 
gress of students in order to obtain value 
for money spent. 

The Public Relations Committee has 
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Stock Issues. 


e Agent for the Management of 
Investments. 
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Pension Funds. 
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again rendered good service under the 
chairmanship of Hal Soward, in supple- 
menting to some extent our Institutional 
Advertising Programme. 


Inflation Must Be Fought 


It is not my custom nor intention to 
include a ‘State of the Nation’ paragraph 
in this report. However, I will borrow 
the following few remarks from the 
statement made by Percy M. Fox at the 
Annual Meeting of the St. Lawrence Cor- 
poration, which I commend to you all 
in its entirety: 

‘Every person who is opposed to un- 
restricted welfarism has a public duty 
to say so, and there is no place where 
the subject does not belong: in homes, 
churches, social groups, business — 

Every one of us has freedom and 
perhaps survival at stake in calling 
a halt to the fatal combination of 
welfarism — bureaucracy — infla- 
tion. To sit back and not bother means 
to lose by default.’ 


in regard particularly to inflation, 
some of you no doubt heard, or have 
seen, the excellent paper — “The Effect 
of Inflation on Estate Values,” given by 
Harold Cameron, of Saunders & Camer- 
on, to the Life Insurance-Trust Council 
in February. With his consent, and as 
your President, copies of this, with what 
I hope were suitable covering letters, 


were sent in advance of the Budget to 
Messrs. Diefenbaker, Fleming, Nowlan, 
and Hees. 

In conclusion, let me express my 
warmest thanks to the officers, the Exec- 
utive, the various committees, and their 
Chairmen, and all the very fine people 
in our industry for the help and friend- 
ship which have made this year of office 
such a pleasure and privilege. I parti- 
cularly want to express my deepest gra- 
titude to our Secretary-Treasurer, Bill 
Scott, and to his staff, for another year 
of devoted attention to the affairs of 
your Association, and for his patience 
and understanding in putting up with 
your President’s foibles and fussing. 

A A A 


Expectations for Capital 
Spending — U.S. and Canada 


After a sharp drop in 1958, business 
capital expenditures in the United States 
are expected to improve somewhat in 
1959. Business spending on new invest- 
ment fell off 17% in 1958; but is ex- 
pected to rise 4% this year to $31.7 bil- 
lion. In the manufacturing group, a 7% 
increase in capital outlay is expected 
with special gains in automobiles, other 
transportation equipment, electric ma- 
chinery and petroleum. A decline in such 
spending is anticipated in non-ferrous 








metal products. Investments by electric 
utilities are expected to be lower, but gas 
utilities will spend more, and purchase 
of jets will increase the airlines’ invest- 
ment. 

In Canada, new plant and equipment 
expenditures dropped 16% in 1958 from 
the 1957 high, and are expected to go 
down another 544% in 1959 to $4.2 bil- 
lion. Manufacturing outlay, it is thought, 
will be about 4% lower and moderate 
decreases are expected in pulp and paper, 
chemical and petroleum industries. Iron, 
steel and non-metallic mineral products 
industries will probably step up capital 
outlays. Among utilities a sharp drop is 
anticipated owing to completion of re- 
cent pipeline and seaway power projects. 
The commercial sector, including shop- 
ping centers, and office buildings, repre- 
sents an element of strength. Shopping 
centers, for example, increased in 1957 
from 64 to 91, their stores from 898 to 
1,289, and sales from $235.9 million to 
$356.6 million. 


A 2B Sd 

@ The Personal Trust Round Table of 
the New York A.I.B. Chapter on April 
22 sponsored a talk by Joseph Tracht- 
man, New York attorney, and legal edi- 
tor of TRUSTS AND ESTATES, on “The 
Amended New York Rule Against Per- 
petuities’ Effect on Estate Planning.” 
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MEMO 
to Attorneys 


Most Attorneys, 


aware of the individual complexities in estate 
planning, understand the very practical advantages 
that lie in this close, three-way cooperation: at- 


torney, estate owner, trust officer. 


Many Attorneys, 


anxious to provide their clients with the soundest, 
most prudent estate program possible, consistently 
take advantage of Hanover’s complete range of 
trust and estate services. They realize that 
Hanover’s long experience frequently offers the 


ideal complement to their own services. 





Member Federal Deposit Insurance Corporation 
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Personal Affairs Month 
Gains Popularity 


The idea of a Personal Affairs Month, 
in which communities would stress in- 
dividual check up on insurance, invest- 
ments, tax status, estate plans and per- 
sonal health, is spreading through the 
country. Freeport, N. Y., where the 
movement was launched (T&E Aug. 56 
p. 693); is conducting its fourth pro- 
gram this month, Troy, N. Y., its third, 
and Paramus, N. J., its second. 


New programs are scheduled for Man- 
hattan (at the Commodore Hotel, May 
21), for Detroit, where the National 
Bank of Detroit is giving strong support, 
and for Maine, where a skit dramatizing 
a young couple asking Uncle how to plan 
their affairs is being presented at or- 
ganization and club meetings. Other 
communities with P.A.M. meetings this 
year include Fort Collins and Loveland, 
Colo., Augusta, Ga., Camden, N. J., 
Rochester, New Rochelle and Hemp- 
stead, N. Y. 


The Personal Affairs Institute of 
America, Inc. — a non-profit organiza- 
tion formed by those interested in 
P.A.M. and now fully and legally es- 
tablished — has appointed the William 
A. Batista Advertising Agency in New 
York to produce and distribute Institute 
service and public relations material in- 
cluding the already widely accepted Per- 
sonal Affairs Check List and Personal 
Financial Statement. Sample kits of 
these, together with envelope stuffers, 
counter displays, and mailing pieces have 
already gone to the Institute’s mailing 
list of some 500 individuals, insurance, 
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banking and financial institutions 
throughout the country. 

Trustees of the Institute have elected 
its founder, Horace E. DeLisser, life 
underwriter, as permanent president. 
Other officers elected were Arthur L. 
Hodges, Nassau County, N. Y., news- 
paper editor; Mabel L. Batten, Chamber 
of Commerce secretary, and Russell E. 
Hoteling, retired village official. Among 
the trustees are William M. Connors, 
vice president of Manufacturer’s Na- 
tional Bank, Troy; Margaret Kennedy of 
the New York investment firm of Lubet- 
kin, Regan & Kennedy; and William J. 
Martin, Jr., executive vice president of 
South Shore Federal Savings & Loan 
Association. 

The Institute began 1959 Personal 
Affairs Month with a recognition of Law 
Day in cooperation with Nassau County 
Executive, A. Holly Paterson, Surro- 
gate John D. Bennett and the Nassau 
County Bar Association. The program 
was held at the County Court House in 
Mineola. Mayor William F. Glackin of 
Freeport, the officers of the Institute and 
Guy Lombardo held a reception at noon 
in the latter’s East Point Restaurant for 
visiting P.A.M. committee chairmen, in- 
vited guests and the press. 

The luncheon that followed the recep- 
tion was attended by business and pro- 
fessional men and their wives as well as 
the heads of state and local professional 
associations and state and national repre- 
sentatives of the department of Health, 
Education and Welfare. Judge Bennett 
gave the official endorsement of his Court 
to the entire concept of Personal Affairs 


Month. 
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An afternoon forum co-sponsored by 
Freeport’s banking institutions featured 
speakers on economics, investing and 
estate planning. Speakers included John 
G. Forrest, business and financial edi- 
tor of the New York Times, on “A Look 
At Our Nation’s Economy” and Rene 
Wormser, noted New York attorney and 


author of books on estate planning, who | 


spoke on “Wills, Trusts and Life Insur- 
ance’. 


Other events throughout the morth |) 


included a Women’s Finance Forum, at 
which the featured speaker was Mrs, 
Margaret Kennedy, who, from her ex- 
tensive travels and lecturing on family 
financial matters, has earned the title of 
“Wall Street’s Ambassadress To Main 
Street”. There will also be a county-wide 
series of four meetings held at the Court 
House, and special speakers at both 
Freeport and Nassau County clubs and 
organizations. Radio and TV annouace- 
ments have bolstered interest and at- 
tendance. 

The Troy, N. Y., program featured a 
special TV presentation, talks at clubs 
and other organizations, and health 
meetings at a mental hospital and a 
diagnostic clinic. 

The month of May has been selected 
—and found worthy—for practical rea- 
sons. The memory of income tax re- 
turns is fresh. Families have not yet 
gone away for summer vacations. The 
weather is generally mild, favoring good 
attendance. There are few conflicting 
community programs. 


AD AB A 
NALU Gets New Estate 


Planning Committee 


A new standing Committee on Estate 
Planning Coordination was approved at 
the Mid-Year Meeting of the National 
Association of Life Underwriters, to be 
activated at the annual convention in 
September when appointments are made. 
This committee was formed as a result 
of a proposal to combine the two stand- 
ing Committees on Relations with At- 
torneys and Trust Officers and the two 
special Committees on Estate Planning 
and Relations with Accountants. 

A six-point program was adopted by 
the new group including emphasis on 
education and training of life under- 
writers so that estate planning may be 
recognized as a specific professional 


skill. Continued liaison with the of|) 


ganizations representing members of the 


estate planning team was approved,| 
along with promotion of the estate|” 
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planning movement and formation of ad- 
ditional councils. 
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PUBLIC RELATIONS 


“Doing What Comes Naturally” 


H. H. WEBB 


Vice President, Cockfield, Brown & Company, Ltd., Toronto 


OU CAN NEVER APPLY ANY RULE TO 

Public Relations. You can never be 
safely dogmatic, absolutely right, nor 
can you be absolutely wrong. It is just 
as elusive as personality itself. 

In fact, it is personality, or at least its 
reflection — the shadow that resolutely 
follows a person or a business whenever 
itis even faintly illuminated by the light 
of public attention. 

I have the temerity to tackle this topic, 
simply because it is of so wide interest, 
and its application is often misunder- 
stood. Yet its importance is beyond that 
of knowledge or wealth of experience, if 
we would prosper in business life. 

No term in the vocabulary of business 
today is more abused or misused. All too 
often it is used as a synonym for “pub- 
licity.” As such, its significance is lost 
in a confusion of extraneous ideas. Pub- 
licity is merely a tool of public relations 
and, in itself, can be harmful as well as 
helpful. It is actually a liability until the 
anticipation or promise is fulfilled. 


Asset or Liability? 


Take, for example, an oil company 
advertising that the attendant will clean 
your windshield when you buy gasoline 
from him. It is only a promise and a li- 
ability on the part of the company until 
you drive into that station. The goodwill 
and the “friendliness” anticipated is lost 
if the attendant does it obviously by 
compulsion, or doesn’t do it at all. The 
publicity has created what can be a ser- 
ious liability for the company in the long 
run. 

It is the accomplished fact that cre- 
ates good public relations for public re- 
lations are acts, not words. There is 
nothing obscure or difficult about it. It is 
not « formula, nor a pattern of action. 
It is just exactly what the words describe 
— relationships with the Public — good 
or bad. It is just as easy: for them to be 
hegalive as positive. 

Nov is public relations a matter of 
action or attitude on the part of top 
execuiives or an outside planner. It must 


a 
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be the sincere and studied concern of all 
those in a company who come into con- 
tact with the public. The more spontan- 
eous it appears to be, the better. 

There can never be anything synthetic 
about good public relations. The phony 
variety is much too easy to detect, and 
it even dilutes the genuine. 


The dexterity in achieving good public 
relations is in first knowing the public 
— their likes and dislikes, their prefer- 
ences and prejudices. The hazard is in 
defining too narrowly the “particular 
public” and their influence on a busi- 
ness. Five years in the life of any Cana- 
dian business is little indeed, but it 
makes a great shift in the personnel and 
interest of any company’s public. 


Changing Audience Calls for 
Continuity 


As evidence of the dynamic nature of 
this in Canada, we have but to consider 
that, on the average, every day during 
1957 there were: 


1,282 babies born or new customers 
entering the market 


773 new Canadians arriving to take 
up residence in this country 

364 marriages being solemnized and 
new households being formed and 
also 


373 persons dying or making their 
exit from the market. 


The net increase in our population is 
such that, each month, we are adding to 
our market the equivalent of a city the 
size of Kingston or Oshawa, or Brant- 
ford. 

Public relations is of necessity a long- 
term programme. It cannot produce tan- 
gible results quickly. If it did, it would 
not be worthwhile achieving. It would 
be too volatile. 

It is quite possible for a project to be 
undertaken in the name of public rela- 
tions, in the mistaken belief that it is a 
matter of concern to the public, only to 
discover that it is mystifying to them. 
Obviously, the problem is to understand 
mass psychology in respect to both atti- 
tudes and reactions. Most large compa- 
nies are today focusing a great deal of 
attention upon this subject, particularly 
in Canada where the public is so sensi- 
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tive to the attitudes of companies to the 
community at large. The personal factor 
also is important in this country, because 
we are relatively small. We like to do 
business with our friends, and we are 
inherently friendly in a rather clannish 
sort of way. 


Changing Face of Banking 


And in this matter of doing business 
with friends, public opinion studies indi- 
cate that few Canadian businesses have 
shown greater improvement in public 
relations during the past 20 years than 
banking. There unquestionably was a 
big margin for improvement, but some 
banks have been able to capitalize the 
improvement more than others. 

One of the factors in this is the ten- 
dency of any business to take on the 
characteristics and personality of its top 
executives. The attitude of the direct- 
ing heads is reflected subconsciously 
throughout the organization. So we see 
some businesses that are austere and 
selfish; shy and secretive; sensitive and 
resentful; public-spirited and aggres- 
sive; congenial and considerate; imag- 
inative and pioneering. The art in public 
relations is to bring the most desirable 
characteristics of that leadership to the 
fore, and give expression to them in their 
most natural form. From that point on, 
publicity may put the spotlight on the 
leading actors in this business drama, 
with good results. 

Banks and bankers have had a very 
difficult role to play in this pageant of 
business. The public had very definite 
and rather fixed ideas about the typing 
and casting of bankers. They were pre- 


sumed to be too conservative, thought- 
ful, authoritative, aloof, and cautious. In 
many quarters there was considered to 
be an almost sinister and mysterious air 
about the men who control and admin- 
ister such large amounts of money. Any 
sudden or inexplicable deviation from 
this role was apt to be questioned by the 
public. 

But today in large measure the Cana- 
dian public have come to regard their 
banker as they would the captain of an 
ocean liner. They are proud of his au- 
thority, his dignity, and his caution, but 
they are greatly pleased by his atten- 
tions. 

The “banker” is a different person to 
almost every class in the community. To 
some he is the teller in the cage. To 
others he is the local branch manager 
who listens to their problems. But to only 
a very limited few of the business lead- 
ers is he an executive officer of the bank. 
Yet these men, the executive officers of 
the bank, have been the dominant influ- 
ence in creating the attitudes and the at- 
mosphere in which most of the public 
contacts are made. They set the pace for 
the other members of the organization; 
they fashioned the pattern of conduct 
and created the “esprit de corps.” 


Deeds Count 


This then is public relations. As I have 
mentioned, basically it is actions, not 
words. Words, at best, are only an ex- 
pression of intent or a contributing ges- 
ture that may: lay emphasis on an atti- 
tude, or may create serious disappoint- 
ments. For example — protestations of 
friendliness on the part of a company 
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are merely liability until the public ex. 
periences and recognizes that frien:\li- 
ness. The skill is in understanding what 


friendliness is, in any particular contact, f 


and in giving it practical expression. 
Public relations means exactly what 


it says — “relations with the public.” 
The only point in question (and it is a 
tricky one at times) — What are the 


particular relations ? 

Perhaps the best guide to planning is 
in the lines of a popular song — “Doing 
What Comes Naturally.” Good public 
relations must be spontaneous, sincere, 
and natural. The synthetic product is too 
easy of detection and has a very definite 
negative reaction, like the friendly ges- 
tures of a circus barker. 

“But,” you say, “Isn’t a great deal of 
money spent in advertising under the 
heading of ‘Public Relations.’ ”? 

Yes, indeed, and very effectively at 
times. But that advertising is only an ex- 
pression of attitude. It is not public re- 
lations in itself. 

Take, for example, the advertising of 
the Metropolitan Life Insurance Com- 
pany. I doubt if there is a person in this 
audience who has not read with benefit 
several of those advertisements which 
in large space discuss matters of health, 
comfort and the prolonging of life from 
the standpoint of the reader. This most 
certainly can be described as good pub- 
lic relations. But the goodwill and the 
favorable opinion of the company does 
not result from the advertising itself. 
It comes from the practical interest that 
the executives of the company have 
taken in the welfare of the public. The 
advertising is only the vehicle through 
which this action is expressed. 


On the negative side, you have noticed 
the skill of “not seeing” cultivated by 
clerks in stores, and even office workers, 
in recent years. That ability to look at 
you and not see you, brush by you and 
not notice you! Many clerks in our lead- 
ing stores can today look right through 
you without even a flutter of the eyelids. 


Positive Action and Sincerity Count 


Some of the most pathetic attempts in 
public relations are to be found among 
those who are deceived into adopting 
high-sounding slogans, putting them in- 
to electric signs or on street car fronts, 
and trusting to luck that somebody will 
be deceived by them. “Service with 2 
Smile” is a favorite one, but all you can 
see is false teeth that grin at you. \”- 
other is “You Don’t Need Money—Y ovr 
Credit is Good”—just as long as the 
bailiff is handy. 

What is it that management desir 
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the public to think about his company 
and its operations? What characteristics 
should be brought out? What misunder- 
standings should be cleared up? What 
impressions should be created? 

The first step is to lay out a simple and 
specific programme. The simpler the bet- 
ter — the more specific, the more bene- 
ficial. Take a step at a time. 

Would you like a reputation for truth- 
fulness? Eaton’s has it. Sometimes it 
has cost them a lot of money, but they 
have earned it. Don’t begin by protest- 
ing that you don’t lie. Just speak the 
truth in its most sensitive form, and 
“Accentuate the Positive.” 

Would you like a _ reputation for 
promptness in your business dealings? 
Just be prompt in every detail, and “Ac- 
centuate the Positive.” It is not difficult 
to create the impression you want, but 
first make sure you can afford the liabil- 
ity if all of your acts don’t contribute to 
that impression. 


Rank and File 
PR Disciples 


Some special knowledge or under- 
standing of honesty - promptness - cour- 
tesy - psychology - phraseology - will 
turn the mind along very definite chan- 
nels and stimulate particular talents in 
any individual. Just take the time and 
the thought to cultivate and encourage 
those particular interests. and you have 
a ready-made public relations organiza- 
tion that will justify boasting about the 
accomplishment. 

Some time ago the Robert Simpson 
Company began holding classes to pre- 
pare several hundred employees for the 
tourist season. First they had lectures 
on the importance of the American dol- 
lar to Canada — then they had moving 
pictures on courtesy and attitude. This 
was followed by a series of lectures on 
store routine and procedures helpful to 
the tourist. Those employees. unless ab- 
solutely preverse in their attitude, cre- 


———— 


ated a lot of good public relations both 
for their company and for Canada. 

I am surprised that more businesses 
do not make a study of public relations 
within their own organizations. It is a 
very interesting study, because it en- 
compasses so many things, people, hab- 
its, manners, ways of doing business. 

Macy’s in New York runs a school of 
standards which teaches their employees 
the technical qualities of its merchan- 
dise. This is not done to create special- 
ists. but rather to develop self-confidence 
and poise through knowledge, so provid- 
ing a better understanding between cus- 
tomer and clerk. The manufacturers are 
given an opportunity to participate: in 
this program, and another bond of com- 
mon interest is formed. 

In closing, let me turn to one more 
well-known popular song for my last 
point — “Oh, Give Me Something to Re- 
member You By.” How very important 
that aspect of public relations is! It is 
the reason for our Royal North West 
Mounted Police, in their scarlet uni- 
forms. It is the reason for the beautiful 
transepts of our cathedrals. It is the rea- 
son for our monuments, and our music. 
and our poetry. 

It is also the reason for mortgages, 
car licenses and fingerprints. 

But in public relations it is something 
much more subtle and elusive. Reputa- 
tions are built on performance, not pro- 
fessions. The Plimsol Line will be re- 
membered by people who never heard of 
Samuel Plimsol or coffin ships. The sterl- 
ing mark on silver will stand unchal- 
lenged by a world that never heard of 
Easterling Merchants, who jealously 
guarded the worth and weight of their 
silver bars. 

In more or less degree, man has 
sought to create some simple means of 
identifying his good intentions through- 
out the ages. 

Today we have thousands of marks 
and phrases that bespeak good public 
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relations in whatever tongue they are 
quoted. Their very mention conjures up 
experiences that justify their existence 
or they would not live. 


4. & & 


COMMUNITY TRUSTS SHOW RECORD 
GAIN 


Philanthropic resources of community 
foundations in the United States and 
Canada now exceed a quarter billion dol- 
lars according to a survey by the New 
York Community Trust. Assets reported 
by 85 foundations totaled $282,111,434 
at the close of 1958. The increase of 
$54,920,336 in 12 months is the largest 
recorded in the 45 years since the found- 
ing of the first community trust. 

Community foundations now having 
assets of over $20,000,000 are: Cleveland 


Foundation, $36,009,930; New York 
Community Trust, $32,818,699; Chi- 
cago Community Trust, $28,911,238; 


Boston Permanent Charity Fund, $25,- 
108,574; and Kalamazoo Foundation, 
$21,086,979. 
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@ Fifty-one charitable bequests totaling 
$4,500,000 from the estate of the late 
John L. Given, Jr. have been announced. 
Mr. Given, who was a grandson of the 
late H. J. Heinz, named no beneficiaries 
but directed that they be selected by his 
executors, Chase Manhattan Bank and 
an accountant. 
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Fee Schedules as Remedy for 


INADEQUATE EXECUTOR COMPENSATION 


HUDSON POPE 


Manager, Personal Trust Department, The Royal Trust Co., Toronto 


HERE APPEARS TO BE GENERAL AGREE- 

ment throughout the trust business 
that Executors compensation is inade- 
quate for the profitable operation of a 
Trust Department. 

In an effort to find a solution to this 
problem a study has been made by a 
sub-committee of the Trust Administra- 
tion Committee with respect to practices 
followed in connection with compensa- 
tion in other jurisdictions. The findings 
of the sub-committee and subsequent dis- 
cussions of the full committee indicate 
that the main causes of unprofitable op- 
erations in Ontario are: 

(1) Unless a specific provision has 
been made otherwise, the amount of com- 
pensation allowed is the same regardless 
of the number of Executors. The portion 
paid to Co-executors all too often means 
the difference between profit and loss in 
the administration of a particular Estate. 

(2) The present fees allowed in the 
majority of small Estates are insufficient 
to meet the cost of administration. Esti- 
mates of the size of Estates that repre- 
sent the break-even point range from 
$50,000.00 to $100,000.00. 

(3) Failure of the Official Guardian 
to recognize that many services rendered 
by an Executor are not reflected in the 
entries in the Estate accounts. Arguments 
advanced by representatives of the Offi- 
cial Guardian for a lower fee on distri- 
butions in specie are not valid in most 
cases but are upheld by the Surrogate 
Court Judges. The Official Guardian’s 
interest in reduction of the Executor’s 
fee is in many cases out of all proportion 
to his interest in the Estate. 

The Trust Administration Committee 
has come to the conclusion that the most 
feasible method of meeting these prob- 
lems is through the adoption of a fee 
embodied in a contract to be signed by 
a prospective testator at the same time 
his Will is signed. The study suggests 
that we in the Province of Ontario 
should follow the'lead of the majority of 
corporate Executors in the U.S.A., Great 


Report of Trust Administration Committee, 
Trust Companies Association of Canada. 
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Britain and Australia who are using 
such a fee schedule. One member Com- 
pany in Ontario has adopted this prac- 
tice and its experience has been extreme- 
ly satisfactory. 

It is recommended therefore that the 
Ontario Section of the Trust Companies 
Association of Canada give considera- 
tion to adoption of a basic contract to be 
used by all member Companies. In addi- 
tion to a schedule of fees and other 
provisions the contract should provide 
for a minimum fee and clearly state that 
the fee charged is for services of the 
Trust Company only. A schedule of this 
nature would remove many sources of 
irritation in various Surrogate Courts 
throughout the Province both from the 
viewpoint of the Judges and the Official 
Guardian and from well-meaning but 
misinformed beneficiaries. Uniformity in 
charges by Trust Companies would also 
remove from the public’s mind the im- 
pression that a corporate Executor is 
more costly than a private one. 

Most services or goods available to 
the public in this day and age carry with 
them a definite price tag based on the 
present value of the services or goods. 
It is, of course, realized that any con- 
tract for future services between a 
testator and a Trust Company would 
have to be subject to change particularly 
if the service rendered was, say, thirty 
years hence. 

A Trust Company is in many ways 
like a large Department Store dealing in 
services to the public. The various De- 
partments are comprised of experts in 
each individual phase of the work all 
blended together and made available to 
the beneficiaries during the administra- 
tion of an Estate or Trust. The majority 
of Trust Companies in Ontario quote 
fees to the public for such services as 
Management and Safe Custody Ac- 
counts, Living Trusts, etc., but in the 
past have relied upon the decisions of the 
Surrogate Court Judges or by agreement 
with adult beneficiaries as to the fees 
to be allowéd for their services as Execu- 
tor. The public continually compare 


prices and where so many persons are 
now seeking the help of Trust Compa- 
nies, particularly with regard to their 
Estates, it would seem desirable to have 
available for prospective clients a sched. 
ule, which would indicate to them at the 
time of signing the Will the approximate 
fees which would be charged for admin- 
istration of their Estates. 

In the majority of Surrogate Courts in 
the Province of Ontario, the presiding 
Judge at a Passing Accounts after con- 
sidering the nature of the assets allows 
1% to 2% on Capital Receipts and Dis- 
bursements, 244% on Revenue Receipts 
and Disbursements and a Care and Man- 
agement Fee of 14 of 1% per annum on 
the average value of the Estate from 
year to year. Some Trust Companies en- 
deavour to base the Care and Manage- 
ment fee on the average market value 
particularly in those cases in which the 
value of the Estate has increased con- 
siderably and is comprised mainly of 
Stocks and Bonds. For many years this 
fee was computed at 1/5 of 1% per 
annum and in some of the smaller cities 
and towns in Ontario, the Surrogate 
Court Judges still prefer to cling to this 
percentage. It is worthwhile noting that 
the increase in the Care and Management 
fee constitutes the only upward revision 
in Executors compensation in_ this 
Province in the last fifty years, notwith- 
standing the steadily rising costs. 

In the Surrogate Court of the County 
of York, only 1% is generally allowed 
on large bank accounts, large bond re- 
demptions, distributions in specie and 
large expenditures for Succession Duty. 
If an Executor could count on 2% on all 
Capital Receipts and Disbursements. the 
additional amount would compensate in 
some measure for the increased costs 0! 
administration and in the Province 0! 
Ontario particularly for the duplication 
of work entailed in dealing Succession 
Duty-wise with both the Provincial and 
Dominion governments. Percentazes 
have only been used in the past because 
no other system has been submittec to 
the Surrogate Courts for considerati«”. 
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Distributions in specie involve a great 
deal more trouble than realization and 
distribution in cash on which the Sur- 
rogate Court usually allows 2% on the 
receipt and 2% on the disbursement. It 
would appear that a number of Trust 
Companies show the securities as real- 
ized and the distributions to the bene- 
ficiaries in cash and therefore encounter 
no difficulty in obtaining the maximum 
percentage. Recently there has been a 
trend in the Surrogate Courts to allow 
on receipts of this nature and 
% to 2% on the disbursements. As 
far as large disbursements for Succes- 
sion Duties are concerned, the applica- 
tion of 1% to these amounts results in a 
most unjust reduction in compensation 
to an Executor. In a great many Estates 
the problems of settling Succession 
Duties are most involved and it is sug- 
gested to all Trust Companies that when 
submitting their accounts for audit a 
properly prepared docket be made avail- 
able to the Judge at the Passing particu- 
larly in those cases requiring the de- 
cision of The Trust Company as to the 
method of payment. 


A great number of Estates today in- 
volve a business which is either liqui- 
dated by sale or in some instances it is 
the duty of the Executor to operate the 
business. On an outright sale, Executors 
experience no difficulty in having a Sur- 
rogate Court Judge allow a fee of 5% 
of the sale price. Where a particularly 
advantageous sale has been negotiated 
some Courts will allow as high as 6% 
on this item. When a Company is op- 
erated by an Executor, the Management 
fee in many instances is charged direct 
to the Companies’ operations. Some of 
the Trust Companies ask for a flat annual 
fee based on the amount of supervision 
and work involved in directing the 
affairs of the Company. In the case of 
sole proprietorship, some Trust Com- 
panies base their compensation on 5% 
of the net profits while others base their 
fee on the actual receipts and disburse- 
ments of the business for the period con- 
cerned. If director’s fees are received by 
a Trust Company representative, the ma- 
jority of Surrogate Court Judges deduct 


the same from the compensation awarded 
the Executor. 


Various Judges show different re- 
actions to the sale of real estate in an 
Estate particularly where the Trust Com- 
pany nas used the services of its own 
Real i.state Department. It would appear 
the majority of Trust Companies do not 
show in their accounts a commission 
paid to their Real Estate Department 
but request the usual 2% on realization 


May 1959 


and 2% on the disbursement of the 
funds. In some Surrogate Courts the 
Judge will allow a fee of 5% where the 
Trust Company has negotiated the sale 
exclusively. When a property is, how- 
ever, sold through a registered real estate 
broker, the commission is shown as a 
Capital disbursement. In the majority 
of cases this commission is 344% and 
the Surrogate Court Judges many times 
seem loathe to allow the Executor more 
than 144% on the realization of the 
asset. 


It would appear that the method of 
awarding compensation in Ontario is 
followed fairly closely in all the common 
law Provinces with the exception of 
Nova Scotia. Periodic passings take place 
where an Estate is a continuing one. 
However, in Nova Scotia there is only 
an initial passing before the Court and 
an Executor may be allowed a com- 
mission not exceeding 5% on the amount 
received by him or her. If the Estate is 
a continuing one, it would appear the 
Executor could charge 5% on income 
collected and a distribution fee of 2% 
on the Capital. This would be in addi- 
tion to the 5% already allowed at the 
initial passing. 

In an analysis of thirty-five of the 
States in the U.S.A., Executors fees are 
set by statute in 16 of the States, by Pro- 
bate Courts in 1] others and by the 
Executor in the remaining 8 States. In 
England no statutes exist in this re- 
gard but the banks which act in many 
cases as Executors have banded together 
and drawn up a schedule of fees avail- 
able in printed booklets to the public. 
In Australia and New Zealand, compen- 
sation is set by statute. 


The matter of division of a fee with a 
Co-executor presents an interesting prob- 
lem. It would appear that the majority 
of Toronto Trust Companies have nar- 
rowed the percentage down to 10% with 
a maximum of 12% to 15%. Some Trust 
Companies convince the widow she 
should not receive any of the fee as Co- 
executor. Other Trust Companies con- 
vince the Testator when making his Will 
to provide for the Co-Trustee separately 
in this document generally by way of a 
legacy or separate provision. It would 
appear the majority of Trust Companies 
settle the division of the fee with the 
Co-Executor prior to the Passing of the 
Accounts so that no difficulty will be 
encountered at the audit. 


As you are all aware, The Chartered 
Trust Company has pioneered in the 
field of compensation in Ontario in pub- 
lishing a scheme of fees which is ac- 
cepted by the testator or testatrix while 
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he or she is living and incorporated into 
the agreement with the testator. This 
provision covers the Trust Company’s 
compensation only. A graduated per- 
centage is charged on the realization of 
Capital including distributions in specie 
and kind. In addition a Care and Man- 
agement fee of $2.50 per $1,000.00 of 
the average capital value of the assets 
remaining in the Estate after the first 
year of administration is charged. 5% 
is allowed on collection of income and 
in addition all out-of-pocket expenses in- 
cluding commissions paid on the sale of 
real estate by the Real Estate Depart- 
ment of the Trust Company or by an- 
other broker, such commissions not to 
exceed the real estate tariff of The 
Toronto Real Estate Board. The agree- 
ment can be terminated by the Trust 
Company or the testator by giving notice 
of termination in writing during the 
lifetime of the testator. 

An alternative method used in Eng- 
land and some other jurisdictions is to 
incorporate into the contract with the 
testator an agreement that fees payable 
shall be in accordance with the published 
schedule of fees in effect at the time of 
death. This agreement can be cancelled 
by either party and provides the greatest 
flexibility to allow for increase in costs 
of operation. Several of the Trust Com- 
panies in Toronto have been studying 
this program and have indicated they 
intend to proceed with the published fee 
schedule even if all the Trust Companies 
in Ontario are not in agreement. The 
agreement of fees with the testator dur- 
ing his lifetime appears to be a solution 
to a major problem affecting the costs 
of Estate administration. The testator 
chooses a Trust Company because he be- 
lieves his estate will be administered 
efficiently and is willing to pay a rea- 
sonable fee for this service which is in- 
dicated in the contract which he signs. 

Taking into consideration the prac- 
tices in effect elsewhere and the ad- 
vantages to be found in their use, it 
would seem that we in Ontario and per- 
haps in other Provinces should have a 
published schedule of fees available to 
the public if required and particularly 
for use in conjunction with contracts 
with testators. | 
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@ In both Canada and the United States 
the rate. of population growth was re- 
tarded in 1958. In Canada this was due 
chiefly to a sharp drop in immigration, 
while in the States the decline in births 
was the principal factor. Marriage rates 
in both 1957 and 1958, and birth rates 
in 1958, declined on both sides of the 
border. ° 


Life Insurance Reaches New 
Highs in Canada 


Life insurance sales during the vear 
and the total amount of business in force 
for Canadian life insurance companies 
both hit record highs in Canada in 1953. 
New sales amounted to $4,858 million, 
an increase of 11% over 1957. Total 
business in force on December 31 was 
just under $35 billion, more than $3 
billion ahead of the previous year. 

Some 69% of new insurance and over 
70% of total business in force 
written on lives of Canadians. 

For all companies—Canadian. British 
and foreign—new life insurance written 
in Canada totaled over $5 billion of 
which $3.3 billion was written by 
Canadian companies, both figures repre- 
senting gains over 1957. This new busi- 
ness gain. however, was in the Canadian 
companies. as both British and foreign 
companies wrote less new insurance in 
Canada than in 1957. 

The Canadian companies also gained 
in operations outside of Canada. Their 
new business rose $173 million to $1.5 
billion and their total business in force 
outside of Canada increased by $880 
million to $10.4 billion. As a result of 
the combined advance, total premiums 
for Canadian companies increased mark- 
edly and Canada’s life insurance com- 
panies contributed largely to the Domin- 
ion’s “hidden” trade balance. Per capita 
insurance coverage for Canadians rose 
from $2.000 to $2,100. 

The largest gain was in group insur- 
ance which increased 12.5% compared 
to a gain of 4.9% for total new life in- 
surance business. 


Was 


The 1958 rate of interest earned by in- 
vestments of Canadian life insurance 
companies was 4.61% compared with 
the previous year’s 4.52%. This was the 
llth consecutive year of earnings in- 
creases which, of course, help to reduce 
the cost to policyholders. This earnings 
rate was 4.5% at the start of the cen- 
tury, rose to 6.2% in 1924 and dropped 
to an all-time low of 3.3% in 1947. It 
takes several years for a change in in- 
terest rates to become fully effective. as 
many old investments remain 
books. Since 1947 the companies havs 
increased their holdings of corporate s¢- 
curities from 22% to 35% of total assets 
and mortgage loans and income-produc- 
ing real estate have risen from 11% t 
37%. Government of Canada securities 
dropped from 31% of assets to 5“. 

As a result of Federal legislation in 
1957, four companies have become mu 
tuals — Sun Life, Manufacturers Li‘e. 
Confederation Life and Equitable L'‘e. 
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QUOTES FROM ANNUAL REPORTS OF 
CANADIAN TRUST COMPANIES 


Today the trust institution enjoys a 
position of supreme social importance in 
our ethnic group. We are developing 
people who have not yet received full 
benefit from the industrialization and 
remarkable economic advance of our 
province, To hold their fair share of 
the bright hopes offered by Canada’s 
future it is urgent that our countrymen 
accumulate more capital and especially 
take care to conserve it. ; 

What we envisage as the role of our 
Company is, in the first place, to make 
estates as productive as possible, free- 
ing our clients from the cares of invest- 
ment administration to allow them to 
concentrate wholly, and without worry, 
on their intellectual, financial or scien- 
tific endeavors. Furthermore, we intend 
to prevent in advance the difficulties in- 
herent in every bequest to the end that 
each decedent’s estate may pass into 
control of the heirs as nearly complete 
as possible and according to the intent 
of the testator. 

The constantly growing success en- 
joyed by our institution at the hands 
of our fellow citizens is the surest proof 
of the importance of the services that we 
render. More and more, people under- 
stand the marked advantages accruing 
to them when they place in our care the 
administration of their estates. 

Administration & Trust Co. 


A gratifying tribute to the continued 
growth of the Company is the fact that 
it is not confined to any one department. 
The trust department, the real estate de- 
partment and the insurance department 
each showed improvement over’ the 
previous year... 

British Canadian Trust Co. 


As a matter of policy it was decided 
to increase the activities of our trust 
department and provide the finest trust 
Services for those in need thereof ... 
In September Mr. J. M. Armstrong, 
Q.C., of Toronto, joined this Company as 
assistant general manager and head of 
the trust department. Mr. Armstrong has 
had twenty years of experience in this 
work, There has already been a marked 
favorable response by the public of 
this area, 

British Mortgage & Trust Co. 


Another very successful year ...a 
year of new records . . . Our new busi- 
hess for the year amounted to $27,547,- 
000, and after distribution to benefi- 
ficiaries, and payments of succession 
duties and other estate claims of 
$14,969,000, there was net increase in 
assets under administration of $12,500,- 
000... The Estate Tax Act which came 
Into foree on January 1, 1959, and is 
applicable to the estates of all persons 
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dying on or after that date, as a whole 
is excellent legislation. It will simplify 
administration The coming into 
force of this Act necessitates everyone 
reviewing his will. 

Canada Permanent Trust Co. 


Our trust business in 1958 continued 
the growth pattern of recent years. In 
the five-year period 1954-1958 inclusive, 
the volume of estate, trust and personal 
agency assets administered by Canada 
Trust has grown from $184,874,659 to 
$314,398,203 and in the last twelve 
months alone by $47,207,923 ... There 
is no truer barometer of public confidence 
than volume of business entrusted to a 
trust department . . . The most signifi- 
cant development in 1958 was the new 
Estate Tax Act .. . It will insure a 
simpler, more economical tax procedure 
...It is a challenge to the Provinces of 
Ontario and Quebec to effect legislation 
that will allow residents of those two 
Provinces to obtain the full benefit of 
the new legislation . . 

While the short-term picture in the 
Canadian economy is in most respects 
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Growth of assets under administration of 
Crown Trust Co. 


Continued growth of all, phases of the 
Company’s business . .. Principal in- 
crease has been in the volume of estates 
and personal trusts ... Net profit repre- 
sents an increase over the previous year 
of over 13%. 

Crown Trust Co. 


Estates, trusts and agencies under ad- 
ministration reached a figure of over 
$158 million, an increase of $15.5 million 

. Profits represent a substantial in- 
crease over the preceding year. 
Eastern Trust Co. 


The socialistic trend appears in a 
diminution of the right to inherit among 
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reassuring, and certainly applies to trust 
business, basic trends give cause for real 
alarm. Production costs continue to rise 
. and we seem blind to the fact that 
we are essentially an export nation with 
our continued prosperity dependent on 
our ability to compete in world markets 
‘ Control of inflation must be 
Canada’s major target for 1959. 
Canada Trust Co. 


New high levels have been achieved in 
earnings and assets under administra- 
tion. 

Central Trust Co. of Canada 


Estates, trusts and agencies under our 
administration showed an increase of 
9.2% ... (A table showed total estate, 
trust and agency assets had grown from 
$37,500,474 in 1949 to $111,875,000 in 
1958, a three-fold increase in a decade). 

Chartered Trust Co. 


members of a family, and the right to 
bequeath to the individual, affirming a 
superior right of the State to a preferen- 
tial part of estates, regardless of the ob- 
jective and the needs of heirs, as if it 
were a matter of condescension for the 
State to allow anything to go to indi- 
viduals. No doubt a certain degree of 
exemption makes this principle more 
palatable in practical application, but 
these are the ideas which always end by 
taking over the world. Recognizing wide- 
spread usage, this trend makes constant 
reference to testamentary executors, as 
if they would invariably exist, but it does 
not consider them an obligation deriving 
from Quebec civil law. 

The application of this new law will 
make necessary nomination of executors, 
and trust institutions will probably be 
bound to benefit from the situation. We 
note here a curious paradox which is 
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that it is the trust institutions of Quebec 
which have most roundly criticized the 
change, additional evidence of their con- 
cern for their clients who seemed better 
served by the previous legislation. After 
these remarks, it gives us pleasure to 
say that the law cffers definite advan- 
tages for administration of international 
accounts, namely the estates of for- 
eigners.who have assets in Canada, The 
methods of operation will benefit from 
better and more clear-cut procedure. 
General Trust of Canada 


Our personal trust and investment 
management business has continued to 
grow in volume ... Pension and profit- 
sharing trusts are growing and the num- 
ber of new plans under our trusteeship 
is increasing steadily ... It is quite 
true that inflation is a serious threat. 
But most Canadians will prefer the prob- 
lem of controlling inflation to the stresses 
and strains of a depression .. . It is im- 
portant that inflation be checked .. . 
that the problem of rising production 
costs be met . .. Above all it is vital 
that we fight the spreading philosophy 
that we can increase our living standards 
by doing less and less and getting more 
and more. 

Guaranty Trust Co. of Canada 


Our organization is now in its stride. 
The expansion in its business within the 
last five years is 90% ... Net profits 
have increased 85% in the same period 

Last year we received 140 new 
estates. This part of our business is in- 
creasing to the extent that we are re- 
ceiving from 20 to 25 estates monthly 
... This extraordinary progression 
is due for the most part to a bet- 
ter comprehension of our clients 
and the general public of the im- 
portant role we fill in the commun- 
ity and to their wise appreciation 
of the numerous services a com- 
pany such as ours is in a position 
to offer The management’s 
principal concern continues to be 
the gradual and constant decline 
of the value of estates where in- 
vestments are restricted to the 
provisions of the Civil Code. The 
purchasing power of our dollar has 
fallen by 62% since 1939 whilst the 
quotations for authorized trust in- 
vestments, even those of the Feder- 
al government which are considered 
the best available, have decreased 
at least 15 points for the long 
terms. Many of these estates are 
thus penalized .. . Remedial action 
is imperative. The law should be 
amended so as to afford greater 
latitude to trustees, permitting 
them to vary their investments to 
meet economic changes. In _ the 
meantime, testators would be well 
advised to revise their wills giving 
greater discretionary powers to 
their executors. 

Montreal City & District Trustees 
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Investments 
5l¢ 


Trust Fees 
43¢ 


Safe Deposit, 
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Where Guaranty Trust Co. of Canada 
dollars come from. 








The business of the Maritime Trust 
Co., which has been operated as a 
wholly-owned subsidiary since 1954 was 
taken over on May Ist, 1958... During 
1958 we incorporated, with a nominal 
capital, Montreal Trust Co. (Bahamas) 
Ltd. This step was taken to complement 
the services of Trust Corporation of 
Bahamas Ltd., with which we are asso- 
ciated, and to protect our name in that 
area ... The value of new business com- 
prising estates, trusts and agencies en- 
trusted to our care exceeded $115,000,000. 

Montreal Trust Co. 


A net increase of over $51,000,000 in 
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assets administered by our personal trust 
departments ... At our head office we 
are completing the changeover of our 
personal trust accounting from mechan- 
ical to IBM punched cards... Eventuai- 
ly this mechanization should effect econo- 
mies in our operating costs as new uses 
are applied to other departments. 
National Trust Co., Lid. 


Gross operating income highest in the 
Company’s history .. . Profits have been 
well maintained . . . The new head office 
has been completed . . . an Open House 
was held with a gratifying response from 
clients: and friends . . . The new Estate 
Tax Act enlarges the exemptions and 
changes the rates with the result that 
the amount of tax levied on small and 
medium* sized estates will, in most cases, 
be considerably reduced .. . It is highly 
desirable for the people who have made 
wills to re-examine the terms. 

Nova Scotia Trust Co. 


Net increase of $356,000,000 in estates, 
trusts and agency accounts ; 1 
directors, in December 1958, authorized 
expansion of operations in British Col- 
umbia through purchase of the outstand- 
ing shares of the Okanagan Trust Co. 
. . . to supplement the activities of our 
long established Vancouver and Victoria 
branches . . . The growth of our busi- 
ness in the Province of Alberta has re- 
sulted in our Calgary branch outgrowing 
its premises ... In Prince Edward Island 
our Charlottetown branch moved to new 
quarters Your officers played a 
prominent part in the preparation and 
presentation of pre-enactment brief (for 
the new Estate Tax Act) to the 
Minister of Finance seeking certain 
changes from the original propos- 
als. A few, but by no means all, of 
the amendments we sought were 
adopted, and it is our hope that 
we shall be able to make further 
representations from time to time 
to the end that the Act may be 
improved by the elimination of cer- 
tain features that, by virtue of our 
experience as estates administra- 
tors, we know are inequitable ... 
We have endeavoured to point out 
to our clients, by means of a widely 
circulated booklet, that the new 
system of estates taxation provides 
an excellent reason for undertak- 
ing the review of existing wills. 

Royal Trust Co. 


Income from all sources reached 
a new high . . . Substantial gains 
have been made in all departments 
(A five-year table shows es- 
tates and trusts have grown in that 
time from $11,018,876 to $14,959,- 
316). 
Sherbooke Trust Ce. 


In spite of increased costs, re- 
sults are better than last year 
The complexities of financial f- 
fairs today make it more difficu!' to 
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conserve wealth and transmit it to one’s 
heirs than to acquire it . . . The recent 
change in the federal succession law 
brings radical changes to many aspects 
of the transmission of estates of dece- 
dents which cannot fail to add to the 
confusion of the uninitiated. 

Societe Nationale de Fiducie 


The significance of the new Canadian 
death tax is now fully apparent. Under 
the prevailing system, citizens of Ontario 
and Quebec are seriously penalized by 
the excess collected in these two prov- 
inces compared to the amounts payable 
in the remaining provinces. For example, 
on an estate having a gross value of 
$100,000 and passing to the widow, a 
deceased resident of Ontario or Quebec 
pays in excess of $11,000, while in the 
other provinces the tax is $6,200. This 
discrepancy is being brought to the 
attention of the proper provincial author- 
ities and it is hoped that the necessary 
redress will be forthcoming . . . Unless 
the present inflationary trend is cor- 
rected, our children will deal in 35c dol- 
lars and our grandchildren will exchange 
10ec dollars. As custodians of the pub- 
lie’s savings, we feel that it is essential 
that our borrowers should repay in dol- 
lars of undiminished purchasing power. 
Unless the saving public is guaranteed 
a return of its money at the same poten- 
tial purchasing power, it will cease to 
loan and where there is no thrift, the 
economy will collapse . .. We are an 
especially endowed people, but if we are 
to realize upon our national inheritance, 
certain conditions are essential: 1) We 
must produce at a price range in line 
with world prices; 2) No groups, by 
coercion or otherwise, must be allowed 
to force upward the costs of production; 
3) As far as economically possible, all 
natural products must be exported in 
their finished state; 4) Taxation relief 
must be provided, even if it involves some 
modification of our social benefits; 5) 
Individuals and governing bodies should 
all embark on a reasonable “pay as you 
go” policy; 6) All citizens should re- 
view carefully the psychological as well 
as the economic results of shorter hours 
and an earlier retirement age. 

Sterling Trusts Corporation 


$21,965,000 net increase in assets of 
estates, trusts and agencies ... New 
business in estates, trusts and agencies 
for the sixth successive year exceeded 
that of any previous year ... We begin 
this year the installation of IBM punched 
card equipment in our head office trust 
accounting department. These new ma- 
chines will be in full operation by the 
middie of 1960 . . . An increasingly im- 
portant part of our business is trans- 
acted through our branch offices or with 
their cooperation . . . The new Act, as 
compared to the former Dominion Suc- 
cession Duty Act, offers simplicity in 
caleu'ation of the tax, liberal basic and 
Personal deductions, reduced rates, im- 
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proved tax position of the family home 
where held in joint ownership and of 
insurance on the husband’s life where 
owned by the wife. These may be en- 
joyed in all provinces . . . What is not 
appreciated is the extent to which On- 
tario and Quebec will suffer in com- 
parison with estates in the other eight 
provinces by reason of the provincial 
Succession Duty Acts ... In an estate 
of $200,000 under the new Estate Tax 
Act, with a life interest to the wife, age 
60, and the remainder to two children 
under 21 years of age, the Estate Tax 
will be $12,400. In Ontario, through com- 
bination of Estate Tax and Ontario 
Succession Duty, the total tax will be 
$24,648 . . . Two cumulative funds were 


established March 1, 1953, for our Re- 
tired Savings Plan Two income 
funds (equity and fixed income) were 
established March 15, 1958 to accommo- 
date smaller pension funds . . . Of par- 
ticular importance is our growth in the 
investment management field. 

Toronto General Trusts Corporation 


Increased business in all departments. 
Victoria & Grey Trust Co. 


A substantial number of new appoint- 
ments as executor in wills, as agent for 
the supervision and administration of 
investments for living persons and as 
trustee of pension and other trusts . 
Net profits increased by over $76,000. 

Waterloo Trust & Savings Co. 
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Sohio achieved a good record 
of operating results, earnings, and | 
progress during 1958 
HIGHLIGHTS : 
1958 1957 i 
Net sales and operating revenue . . . . $358,000.924 $377,486,875 
Farmings © 6% 16 6 3 6 so s&s 9 26044463 §$ 23,920,335 


( 
Earnings per share of common stock. . . $4.82 $4.79 | 
Dividends per share of common stock . . $2.50 $2.50 
Capital expenditures. . . . . . . . . $ 40,311,716 $ 69,884,975 | 


Net production of crude oil and other 
liquid hydrocarbons — barrels . . . . 12,887,050 13,317,844 


Petroleum products sold — barrels. . . . 44,582,547 45,531,071 
Crude oil processed at refineries — barrels 46,763,435 40,421,499 


for a copy of Sohio’s 1958 Annual Report write to the secretary: 


THE STANDARD OIL COMPANY (4x Onio Corporation) 
Midland Building e Cleveland 15, Ohio 
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COAL 
(Continued from page 416) 


to makers of power and heating equip- 
ment and fuels and such large users as 
steel and oil producers for many tech- 
nological and research developments 
that had contributed to the more efficient 
use of coal. With the relative advent of 
large-scale, financially able and_tech- 
nically skilled corporations in the field, 
he foresees more intensive laboratory 
and “pilot-plant” activities by coal com- 
panies themselves to meet changing 
markets, products and economics. “One 
does not usually think of coal as a store- 
house of many and varied minerals and 
chemicals,” he said, “nor as a pliable 
material adaptable to custom-made 
‘blends,’ but a science of Coaiology is 
shaping up that is sure to find some keys 
to unlock these storerooms for new uses 
and profits.” 


New Technology in the Mines 


Meantime, it was brought out that 
mines or even seams in mines— as well 
as by-products or low-grade material — 
once thought too uneconomical to work 
or to save, were being economically de- 
veloped with new machines and methods. 
Island Creek, for example, is getting 
100 tons per man-day with the “continu- 
ous miner” from underground sections 
of coal only 60” high, while as low 
as 30” seams can be worked profitably 
in metallurgical grade coal, which now 
comprises some 75% of company pro- 
duction. Concentration has been in- 
creased in the high-quality grades as 
being more promising of expanded de- 
mand and profitability, such as used by 
National Steel’s by-product coke ovens 
that use less than 4% ash coal for mak- 
ing coke which is charged with limestone 
and ore in a blast furnace. 

Since three- quarters of company pro- 
duction qualifies for high-grade metal- 
lurgical use, Mr. Salvati summed up the 
matter “as steel goes, so goes Island 
Creek,” though it was brought out that 
there was a substantial leeway for shift- 
ing operations to serve the utility field 
and emphasis is being put on diversifica- 
tion. according to Mr. Hamilton. This is 
possible because the company has, in its 
property and equipment, the ability to 
turn out a “package” or blends of coals 
having a range of high or low volatile 
content to meet any requirement. A large 
part of I.C. tonnage goes into the steel 
industry, and the long-term contract 
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. Trade Winds. . 


. Memos . 


signed last year to provide U. S. Steel 
with 114 million tons a year was a major 
step in establishing the company as 
leader in the metallurgical grade field. 
The coal-carbonization research labora- 
tory at Holden (W. Va.) should further 
this market through improvement of 
coking techniques and blending. Island 
Creek, Mr. Salvati said, has no reason to 
expect any but mutually fair renegotia- 
tion if that becomes necessary. 


Upgrading the Product 


Again emphasizing the differences in 
“coal” both as to availability or “re- 
serves” and as to marketability, two key 
distinctions were cited: the type of mine 
and the grade of coal. Many reserves are 
uneconomic for machine efficiency on 
one or both scores. Island Creek reserves 
of over one billion tons, while not 100% 
economic, has been cautiously selected to 
provide mostly metallurgical grade 
(80% of present total) to supply this 
preferred and flexible market, plus 
enough other types to allow blending for 
the profitable retail trade, utilities, in- 
dustrial and other markets. Profit on 
utility grades is far less mainly due to its 
abundance and innumerable producers, 
and their vulnerability to competition 
from residual oil from Venezuela and 
Mid-East, especially along the Atlantic 
and Gulf coasts. 

Following its basic acquisition polli- 
cies, the Red Jacket properties of 
Buchanan County (Va.) were acquired 


.. Portfolio Studies .. 
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several years ago. Exploratory work has 
been practically completed on this low- 
volatile, low-ash Pocahontas #3 seam 
coal, containing over 500 million tons 
proven reserves. Together with the new- 
ly-acquired Guyan Eagle and Elk Creek 
Coal Company mines, capable of pro- 
ducing some 3 million tons this year, 
total company operations are expected to 
exceed 14 million tons in *59, given the 
expected steel operating rate and na- 
tional bituminous production of around 
450 million. And there is very consider- 
able room for operating economies in the 
mines of these newly acquired compa- 
nies as modern high-speed machinery is 
put to work. 

Thus, not only should I.C. be able to 
market more than the 3% of national 
bituminous production they have ob- 
tained in the past three years (compared 
to 1.6% nine years ago) but profit per 
ton should increase. The 344% return 
on sales for ’58 with earnings of $2.09 
(vs. $3.15 average for the previous nine 
years) was achieved in spite of de- 
pressed prices on top of over 25% re- 
duction in sales from °57. Across-the- 
board economies in both administration 
and production enabled the company to 
absorb the 22% increase in wages and 
yet bring wage cost down 20c a ton and 
overall costs down 35c from a year ago. 
A further wage increase of 80c a day was 
added April Ist to the $1.20 raise Jan- 
uary lst, so the management intends no 
let-up on efficiency programming. This 
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is considered possible due in no small 
measure to the policy of combining en- 
gineering and managerial teamwork, the 
company having been among the first — 
and probably the most consistent since 
— to bring mining and other engineer- 
ing graduates into its operations and to 
establish an industrial engineering de- 
partment to assist in the control of pro- 
duction. costs. 

Island Creek has paid some dividend 
each year since 1912, during the past ten 
years varying between $1.16 and $2.59 
a share, when net profits ranged between 
$1.43 and $4.28 with a median of $3.05. 
As a percent of sales net varied from ap- 
proximately 5% in 1953, 54 and 58 to 
over 10% in *49-’51 and over 7% in the 
three years preceding °58. 

Whether considering domestic or for- 
eign demand, Mr. Salvati reiterated the 
importance of distinguishing “one coal 
from another.” Industry inventory aver- 
ages are likely to be more misleading 
than otherwise for the better-grade varie- 
ties, as are consumption figures, since 
different coals serve different purposes. 
This explains, for instance, the import 
of U. S. coal abroad in spite of the ex- 
cessive stockpiles in England and Ger- 
many, and why he believes the European 
market will, in the next couple of years, 
be buying over 30 million tons of high 
grade coal from the U. S. The future 
is also brightened by the lowest of years 
carry-over at the Great Lakes ports. 


Accent on Own Products 


There are several important organiza- 
tional changes taking place in this in- 
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Joy twin borer continuous miner. 





dustry that should strengthen the posi- 
tion of the leaders. It has been the prac- 
tice of some of the larger units to act as 
selling agents for smaller companies, 
either because of geographical conven- 
ience or to round out their grades, on 
commission of about 25c with some 10c 
sales cost. Island Creek sold over 4 mil- 
lion tons on this basis in *57, less than 
3 million in *58, and is cutting this op- 
eration down to approximately 1 million, 
having their own reserves now adequate 
in amount and types, and nets for its 
own Coal several times the amount from 
acting as agent or wholesaler. Where 
companies have grades — such as I.C.’s 
metallurgical — needed in other coun- 
tries that are developing industrially, 
more sales effort is being directed to 
the export trade. Not only are coals 
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being taken to Newcastle, but even to the 
Ruhr, to Chile, Japan and Italy, where 
they are almost out of certain grade 
stock at dock-side. 


Research and development work is 
being actively advanced by a few of the 
large producers, in conjunction with 
major customers, such as the steel com- 
panies, and with scientific colleges at 
universities. From these studies 
those of the oil and chemical companies 
concerned with solid fuels, should come 
some new or improved products of the 
coal-mine. Even refuse material is now 
being burned to make aggregates for 


building blocks. 


It was the consensus that the number 
of operators, now between 5 and 6,000, 
will be progressively reduced, not only 
as mechanization brings lower costs to 
the strong companies but also dictated 
by necessities of liquidation of the estates 
of the family-owned businesses. This will 
further strengthen the position of the 
well diversified organizations and those 
specializing in grades having growing 
markets such as steel, industrial, and 
the electric utilities, and bring better 
price stability or improvement. 


and 


It was further remarked that book 
values of reserves of coal, like those of 
timber and various metals, may be far 
below realizable values, particularly 
given any further inflation of the dollar. 
As Mr. Salvati said in conclusion, the 
industry looks for sales to go over the 
500 million ton mark by 1960 or 61 — 
“well above the tough economics of the 
business,” and cited the electric utility 
association estimate that this market 
alone would by that time account for 
more than 200 million tons, compared 
to the 150 now used, again, of course, 
consistent with the level of industrial av- 
iivity. 


TRUSTS AND ESTATES 



























































= weit itaRe la a 









C(O 


*) 


Qo < 


pa 4 
n 


ie 


i'r 
ly 


1€ 
le 


ie 


et 
oT 












sae etait 





ates 2 Di debe 








May 1959 


REVENUES AND SALES: 


Gross operating revenues from all sources 
reached an all-time high of $534,778,000 
in 1958, an increase of $33,534,000 or 6.7% 
over the previous year. 

Total unit sales of both the Electric and 
Gas Departments were substantially the 
same as in the previous year, which on the 
surface might appear to indicate that the 
business recession had a material impact 
on the Company’s business. The fact is, 
however, that sales in both departments 
were severely restricted by climatic con- 
ditions. Under normal climatic conditions 
both departments would have shown sat- 
isfactory overall gains in sales. 


NET EARNINGS: 
Net earnings available for the common 


stock amounted to $66,974,000, or $8,- 
690,000 greater than in the previous year. 
These earnings were equivalent to $3.83 
a share based on an average of 17,502,415 
shares outstanding during the year. This 
compares with earnings of $3.41 a share 
based on the average number of shares 
outstanding in the previous year. 


DIVIDENDS: 


The Board of Directors on December 17, 
1958 increased the quarterly dividend rate 
m the common stock from 60 to 65 cents 

share. While applicable to the last quar- 
ter of the year, the first dividend at the 
new rate was not paid until Jan. 15, 1959. 








CONSTRUCTION: 


Late in 1958 the two billionth dollar was 
spent on the Company’s postwar program 
of expansion, and it is expected that about 
$156 million will be spent for this purpose 
in 1959. The proceeds from securities sold 
to date to finance this program—bonds, 
preferred and common stocks — have 
amounted to almost $1.4 billion. 

The principal feature of our construc- 
tion activities in 1958 was the completion 
of 685,500 kilowatts of electric generating 
capacity, consisting of both steam and 
hydro units. Our installed electric gener- 
ating capacity now totals 5,219,000 kilo- 
watts in 76 plants. 


GAS SUPPLY: 


In 1958 approximately 72% of our total 
natural gas supply originated from out-of- 
state sources, principally from fields in 
Texas and New Mexico. 

With a view to obtaining an independ- 
ently controlled natural gas supply, the 
Company is continuing its efforts to obtain 
a permit through its wholly-owned sub- 
sidiary, Alberta and Southern Gas Com- 
pany, Ltd., to export natural gas from the 
Province of Alberta in Canada. 


NUCLEAR POWER: 
Much progress was made during the year 


toward the goal of producing nuclear power 
at a cost competitive with conventional 
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plants. The Company has been actively 
engaged in this field since 1951, and is now 
engaged in more nuclear projects than any 
other electric utility. 

While the Company will undoubtedly 
continue to build conventional electric gen- 
erating plants for many years to come, 
recent advances in reactor technology 
suggests the possibility that competitive 
nuclear power plants will become a reality 
much sooner than was thought likely only 
a few years ago. The Company intends to 
stay in the forefront of developments in 


this field. 


OUTLOOK: 


Taking a realistic view of the future, it 
must recognized that the Company’s 
well-being as a business enterprise will de- 
pend largely upon the wisdom with which 
governmental policies are formulated and 
administered. Policies calculated to en- 
courage further encroachment by govern- 
mental agencies into the commercial power 
business, or policies that would result in 
further inflation and erosion of the pur- 
chasing power of the dollar, would be 
harmful not only to investors but to our 
customers and employees as well. Stock- 
holders are urged to take a strong stand 
against any such policies and to make their 
views known to their elected representa- 
tives. 


FOR THE BOARD OF DIRECTORS 


REZ Aone 


Chairman of the Board 


VA petal 


ent 


PACIFIC GAS and ELECTRIC COMPANY 


245 MARKET STREET, SAN FRANCISCO 6, CALIFORNIA 


For more information on this dynamic company write K. C. Christensen, Vice President and Treasurer, 245 Market St., San Francisco 6, for P. G. & E.’s 1958 Annual Report. 


EQUITY CHANGES IN COMMON TRUST FUNDS 


OMMON STOCKS OF 217 COMPANIES 
C were newly purchased and 120 com- 
panies were completely sold out by one 
or more of the 201 Common Trust Funds 
that reported to Trusts AND EsTATES 
their equity changes for the quarter end- 
ing March 31. 

Of the companies whose stock was 
newly purchased in this quarter, 21 are 


new additions to the overall list of Com- 
mon Trust Fund equity holdings at the 
end of 1958 (T&E, April 1959, p.342). 
These are designated with an asterisk. 
On the other hand, 6 of the companies 
whose stock was sold out by one or more 
Funds thus disappear from that list. 
These are indicated by a dagger. 

Each of the 21 new companies was 


purchased by one Fund only except 
Baltimore and Ohio whose stock was 
acquired by two Funds. The greatest net 
increases for companies whose stock was 
newly purchased by the reporting funds, 
but already represented on the overall 
list, were: American Can, Bethlehem 
Steel and Standard Oil of New Jersey 
(each 9) and Socony Mobil Oil (8). 





FST TT TE 


“N” and “S” columns refer to number of Funds reporting this quarter that newly purchased or sold out that stock. ‘‘H”’ column represents total number 


of Funds now holding that stock according to latest reports; i.e. 1958 year-end figure (T&E, April, p. 342) adjusted for subsequently reported changes. 
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El Paso Natural Gas Company reports record deliveries 


of Natural Gas to customers in the West 


Natural gas is America’s fastest-growing 
energy source, and El] Paso Natural Gas Com- 
pany and its subsidiaries serve natural gas’s 
fastest-growing market. 

Deliveries of gas were at record highs in 
1958 as E] Paso and subsidiaries continued to 
expand their pipeline systems and increase 
their gas reserves to meet the long-term 
energy demands of the West. 

For the second consecutive year, gas deliv- 
eries totalled more than a trillion cubic feet. 

Extensive exploration and purchase pro- 
grams brought total gas reserves at year’s 
end to an all-time high of 38.8 trillion cubic 
feet— assuring vitally needed energy supplies 
for western consumers and industries in the 
years ahead. 


El] Paso’s 1958 annual report, distributed 
to its 51,835 stockholders (an increase of 
10 per cent in 1958) reports consolidated 


’ gross revenues for 1958 of $368,299,522, com- 


pared with 1957’s $301,090,537. Net income 
was $35,308,813 in 1958, compared with 
$34,506,238 in 1957. 

The report gives details of 1958’s accom- 
plishments, as well as plans to meet the future 
needs of western consumers—for natural gas, 
for petroleum, for petro-chemicals. 

E] Paso Natural Gas Company and its sub- 
sidiary, Pacific Northwest Pipeline Corpora- 
tion, serve customers in California, West 
Texas, Arizona, Idaho, Nevada, New Mexico, 
Oregon, Utah, Washington, Wyoming and 
Colorado. 
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Overseas Investments 


Their Growing Importance in Company Operations 


VEN WHILE MANY MAJOR COMPANIES 
EL are increasing their already sub- 
stantial interests overseas, others are 
overlooking this area of rapidly develop- 
ing profit opportunities. Similarly, more 
major investment portfolios are be- 
ginning to show increasing representa- 
tion in foreign companies, but the ma- 
jority of the investment fraternity still 
seems reluctant to put great reliance on 
such commitments. However, the ac- 
celerating movement of sound United 
States companies overseas and the in- 
creasing percentage of total profit being 
derived by many “blue chip” companies 
from operations abroad almost put such 
media into the class of foreign invest- 
ments. 

In consulting work in the United 
States and abroad, we see evidence of 
economic forces which, we believe, are 





The author is an 
associate of McKin- 
sey & Company, Inc., 
management consul- 
tants. He specializes 
in organization and 
planning problems, 
and divides his time 
between the _firm’s 
New York and Lon- 
don offices. Mr. Shel- 
ley is a graduate of the United States Naval 
Academy and holds a B.S. degree in electri- 
cal engineering. 





accelerating the attractiveness of foreign 
investments. In the domestic economy, 
we are suffering from some pressures 
that may get worse. America’s postwar 
boom has, with some justification, been 
called an economic revolution. We have 
capitalized on wartime and depression 
shortages as well as on a burgeoning 
population. Government spending has 
steadily increased for defense and other 
purposes. A series of budget deficits have 
involved additional inflationary support. 
All these elements have tended to create 
prosperity and a higher gross national 
product — both in monetary and in real 
terms. 

This prosperity has accompanied a 
major investment boom, a technological 
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TULLY SHELLEY, Jr. 


revolution, and the introduction of many 
new products. The recent recession 
shakedown slowed the pace of growth, to 
be sure, but there are competent econ- 
omists who maintain that this great post- 
war boom still has far to go. Difference 
of opinion lies in whether the rate of 
growth during the next decade will fall 
below or rise above that experienced in 
the last ten years. 

Regardless of how the general econ- 
omy expands, however, there are many 
industries which show signs of tiring. 
Rate of growth is decreasing; competi- 
tion is heavier; profits are lower and it 
is questionable that these lines will grow 
in the immediate future as they formerly 
did. Take, for example, the status of the 
radio and television industries, appli- 
ances in general, automobile production, 
and primary aluminum. As illustrated in 
the accompanying graph, there is con- 
siderable evidence of topping out and 
slowing in their rate of growth. 

Whatever the cause — be it a tempor- 
ary recession, a gradual maturity of 
some segments of the American indus- 
trial economy, or simply increasing com- 
petition — the result is domestic profit 
pressures. These domestic pressures en- 
hance the attractions of a potentially 
booming foreign economy. 

From an American point of view, then, 
the key underlying factors to be con- 
sidered in relation to investments over- 
seas are: 


1.. Increased domestic profit pres- 
sures 

2. Intensified foreign competition for 
both exports and imports 

3. Increased earnings opportunities 
abroad 

4. The vulnerability of the dollar 
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Domestic Pressures 


The following table illustrates two 
types of products that are not likely to 
maintain the past rate of growth. Radios 
and refrigerators are in over 95% of 
wired homes. Replacement sales and 
innovations that accelerate replacements 
keep annual consumption of these wide- 
ly used products at a fairly high level. 
but at only half of that in 1950. 


Television hit its sales peak of 7.8 
million units in 1955, and annual sales 
have since declined, to 5.3 million units 
in 1958, with an index of saturation of 
89%. As one of our more recent volatile 
consumer products, television seems to 
have reached a leveling-off stage, as 
demonstrated by the shakeout of many 
producers. Stromberg-Carlson, Ray- 


theon, DuMont, CBS, and Crosley are 
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ANNUAL SALES OF RADIOS AND 


REFRIGERATORS 
in Millions of Units* 

Home 

Radios 
Year (Production) Refrigerators 
1950 a 8.2 6.2 
1951 _. 23 6.0 4.1 
1952 4.0 3.6 
1953 - 4.4 3.7 
1954 pons 3.1 3.6 
1955 3.4 4.2 
1956 3.5 es He | 
1957 4.2 3.4 


1958 3.8 3.1 


*Electrical Merchandising, January 1959. 





no longer factors, while Zenith, RCA, 
GE, and Motorola now share over half 
of the market. 

A notable side effect of this leveling- 
off is the cost-price squeeze that usually 
occurs when the growth rate slows down. 
For instance, until recently du Pont, 
American Viscose, and Olin could sell 
all the cellophane they could make. They 
all added new capacity and with capacity 
now in excess of demand and with rising 
labor and material costs, profits are 
being squeezed. This situation is even 
more severe in industries where price 
cutting is prevalent, and a new rash of 
economy programs has been developing 
recently to stem declining profits and 
counterbalance domestic pressures. 

Evidence of the cost-price squeeze is 
reflected in the gradual decline of return 
on sales and investment by many com- 
panies in recent years. Even though the 
stock market is doing well and many 
per share earnings seem high, the return 
is frequently not as good as it appears 
to he, as much of the earnings must be 
financed through borrowed or “plowed 
back” money, and this additional money 
is frequently producing a lower rate of 
return than that of the original invest- 
ment. 


Increased Foreign Competition 


In recent years, we have seen many 
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Some say 
it’s impossible 





...to write an annual report 
that will be clear and 
interesting to this —> 
stockholder... 








...and have it 
satisfy this 
one, too. / 


~ 


Maybe so, but we think we’ve come mighty close! 


Company instantly available in a 
convenient, easy-to-read form. A 
novel feature of this issue is a folded 
map-in-a-pocket that gives a clear 
picture of the prosperous 24-county 
area of West-Central Ohio served by 
DP&L. The coupon below will bring 
your copy of DP&L’s 1958 report. 


The Dayton Power and Light Com- 
pany reviews the year in a far-from- 
dull manner for stockholders in 47 
states and several foreign countries 
(keeping in mind the fact that DP&L 
women stockholders outnumber the 
men). Those who want statistics will 
find all pertinent facts about the 
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25 North Main Street, Dayton 1, Ohio 


Please send me a copy of your 1958 Annual Report. 
NAME_ 
STREET 


ZONE STATE 





10059 


Fn ce cee ce ee a a EL LT Sr ST 











illustrations of the increased vulnerabil- 
ity of United States products to foreign 
competition which has been growing 
stronger in both export and domestic 
markets. 


Many of our important export outlets 
were more or less captive owing to World 
War II. For instance, in South America 
beginning in 1939, we gained business 
previously supplied by foreign sources, 
particularly Germany and England. But 
in recent years we have been losing our 
position in this market, as conditions 
have changed, to the original suppliers. 
Recovery of those countries most affected 


by World War II has been a slow 





process, but in recent years their export 
“muscles” have begun to bulge. 

Foreign competition not only threatens 
export markets, but it has encroached 
on our domestic markets as well. All 
around us one sees evidence of increased 
infiltration of foreign goods. According 
to the Electronic Industry Association, in 
the first half of 1958 over 30% of port- 
able radio sales were Japanese imports, 
in spite of a 121%4% tariff and ample 
United States capacity. 


Further Opportunity Abroad 


We have observed that the gross na- 
tional products of many countries are 
growing at a faster rate than our own 
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50 GROWING 
YEARS 





From the glow of a light bulb came the glittering world 
of today ... linking continents and lighting cities; bringing 


new power and productivity . 


. - new leisure and pleasure... 


new “miracles” of electricity with every passing year. 

On our golden anniversary, we salute the exciting prog- 
ress of the entire electrical industry. And we salute the 
progressive area that has helped to make these years 
“golden” ones for us and we look forward with confidence 


to the future. 


Our 1959 construction budget is $53,000,000. With two 
additional generating units scheduled for completion by 1960, 
Vepco’s system capability will be 2,200,000 kilowatts, or over 
four times that of 10 years ago. 





Property and Plant 
Operating Revenues 


Balance for Common Stock 


Number of Customers 
Electric Sales—thousands of kwh 


Service Area Peak Load—kw 





Gas Sales—thousands of cubic feet 
YEAR 





1958 HIGHLIGHTS 


Earnings per share (14,200,000 shares) 





1958 Increase over 1957 
$625,000,000 $51,000,000 
$139,660,000 $10,060,000 
$ 23,537,000 $ 1,821,000 
$1.66 $.13 
815,000 19,000 
6,683,000 496,000 
1,439,000 106,000 
6,814,000 1,592,000 
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For a copy of our 1958 annual report, write to the Secretary. 


‘ VIRGINIA ELECTRIC 
AND POWER COMPANY 


7th and Franklin Streets, Richmond, Virginia 


PERCENT OF CONSOLIDATED NET INCOME 
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SOME WELL-KNOWN U.S. COMPANIES DERIVE THE BULK OF THEIR EARNINGS 
FROM FOREIGN SOURCES. 


Source: COLGATE-PALMOLIVE COMPANY ANNUAL REPORT 1958. 





and that many of their consumer prod- 
uct markets are only fractionally satu- 
rated. During a recent marketing study 
in West Germany, we found that produc- 
tion of television sets had increased from 
40,000 to 780,000 in four years. This ex- 
ample suggests that the potential growth 
in some industries overseas may be sur- 
prisingly rapid. 

Moreover, we have found evidence 
that in some areas of high potential 
growth, better profit margins are realized 
than in the United States. This was re- 
vealed by a 1958 study by McKinsey & 
Company of 40 companies with sub- 
stantial overseas operations, in which 38 
companies reported a return superior to 
the domestic rate. In one-third of the 
cases, the foreign rate of return was 
more than twice that of domestic invest- 
ment. 

Other encouraging factors about over- 
seas operations are: (1) the growing 

(Continued on page 485) 
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Every 
2 minutes... 





...a seller makes a sale, a buyer makes a buy in the big high-speed 
government bond market at the Continental Illinois Bank 


How fast do cookies ‘‘move”’ at your house? 

That’s how fast government bonds move here at the Continental! 

When you phone us to sell, chances are the sale will be made before you hang 
up... phone us to buy, and we’ll probably have what you want right at 
hand, or certainly very close by. 

We’re one of the largest primary markets for U.S. Governments in the world. 
Our correspondents use this market freely. So do their customers. Why don’t 
you? Phone STate 2-9000, Chicago. 


CONTINENTAL ILLINOIS NATIONAL BANK 


Me: ber Federal Deposit Insurance Corporation and Trust Company of Chicago 


May |959 
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In Canada 


it’s 


GUARANTY 
TRUST 


Company of Canada 
for 


Experienced Ancillary Adminis- 
tration and efficient Corporate 
Trust services—also Canadian Real 
Estate Management, Appraisals 
and Sales. 


Inquiries invited 


366 Bay Street, Toronto, Canada 


OFFICES THROUGHOUT CANADA 





Annual Report on request 


\ 

















\ 











po 








Over 60 Years 


DISTINGUISHED 
TRUST SERVICE 


IN 


CANADA 


THE 


EASTERN TRUST 


Company 


BRANCHES FROM COAST TO COAST 
AT 


St. John’s, Nfid. 
New Glasgow, N.S. Lunenburg, N. S. 
Saint John, N. B. Moncton, N. B. 
Montreal, Que. Toronto, Ont. 
Calgary, Alta. Vancouver, B. C. 





HEAD OFFICE — HALIFAX, N. S. 


Charlottetown, P.E.1. 
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FAVORITE CANADIAN TRUSTEE STOCKS 


. FOLLOWING COMMON, CLASS A 
and preferred stocks of Canadian 
corporations represent the most popular 
holdings in discretionary trusts and 
agency accounts administered by Do- 
minion corporate trustees, as reported 
to Trusts AND EstTaTEs at the end of 
April by twenty Canadian trust institu- 
tions. Each trustee was asked to list its 
forty largest common stockholdings, as 
well as its preferences in other cate- 
gories. 

In this compilation, 33 companies ap- 
pear on ten or more lists, against 34 one 
year ago when there were 17 respon- 
dents. All companies named by five or 
more trustees are included in the list- 
ings throughout. 

As compared with five selections ap- 
pearing in every list in 1958, there are 
six companies unanimously chosen this 
year: Bell Telephone of Canada, Inter- 
national Nickel, Noranda Mines and 
Steel Co. of Canada are repeaters, with 
the newcomers Abitibi Power and Brit- 
ish American Oil. The Bank of Mon- 
treal and Imperial Oil follow with 19: 
Canadian Bank of Commerce, Canadian 
Pacific Railway, Distillers-Seagrams and 
Royal Bank of Canada with 18; while 
Aluminium, Ltd., Consolidated Mining, 
Consolidated Paper, Shawinigan and 
Hiram Walker are favored by 17. 


Common Stocks 


Abitibi Power 20 
Aluminium 17 
Asbestos 8 
Bank of Montreal 19 
Bank of Nova Scotia 14 
Banque Canadienne Nationale 5 
Bell Telephone eee 20 
Brazilian Traction 9 
British American Oil 20 
British Columbia Power 8 
Building Products muvee — 8 
Canada Cement - 9 
Canada & Dominion Sugar : 6 
Canadian Bank of Commerce 18 
Canadian Breweries 14 
Canadian Celanese 6 
Canadian Industries : 5 
Canadian Pacific Railway 18 
Consolidated Mining —_. 17 
Consolidated Paper - 17 
Consumers Gas (Toronto) 11 
Distillers Corp.—Seagrams : 18 
Dominion Bridge : 11 
Dominion Foundries & Steel 13 
Dominion Stores 6 
Dominion Tar & Chemical 14 
Famous Players 5 
Fraser Companies Ltd. a 
Gatineau Power ___ eee 
Hollinger Consol. Gold Mines ___ 9 
Howard Smith Paper Mills 9 
Hudson Bay Mining & Smelting e 10 
Imperial Bank of Canada pe 9 
Imperial Oil _._._. — — 
hepete Teoeess CGY 


Industrial Acceptance ___._____. Ene 14 
International Nickel —_.-_--______ 20 
Imernational Paper — 
| RCS BS EE Os SN R Sa 6 


Deere oe 13 
McColl Frontenac 
4 ot Se b 
Noranda __. eee - 20 
Ogilvie Flour Pee, 6 
Page Hersey Tubes _..___ 10 
Powell River __. ee es 
Power Corp. of Canada 

Price Bros. & Co. 

Quebec Power ____.. 

Royal Bank of Canada - 

Russell Industries 

St. Lawrence Corp. - 

Shawinigan Water & Power 

Steel Company of Canada 

Toronto Dominion Bank - 

Traders Finance Corp. 

Union Gas 

Hiram Walker, Gooder ham & Worts.. 
Weston, George 


Class “A” Stocks 


Bathurst Power & Paper 
British Columbia Packers 
Canada Packers 6 
Ford Motor Company of Canada 14 
Loblaw Groceteries 9 
Molson’s Brewery 10 
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Preferred Stock 


Aibitibi Power & Paper 14 
Aluminum Company of Canada 19 
British Columbia Electric 18 
Canada Cement — 7 
Canadian Oil Companies 1 
Dominion Tar & Chemical 
Gatineau Power iF 
Goodyear Tire and Rubber 
Howard Smith Paper Mills 
Industrial Acceptance 

Power Corp. of Canada 
Shawinigan Water and Power 
Supertest Petroleum 

Weston, George 


_ 
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Common Trust Funds in Canada 
Grow by $1.6 Million 


Trust assets of the one discretionary) 
and six restricted Common Trust Funds 
in Canada increased by $1,645,000 dur- 
ing 1958. Total asset value, as reported 
by Chairman R. G. Thomas, Q.C.. of 
the Ontario Section, Trust Companies 
Association of Canada, rose to $16,621.- 
000 with 2,014 participating trusts. 

Taken as of the various annual report 
dates of these Funds, combined assets 
were invested as follows: Dominion 
(and Guaranteed) Obligations |!‘ 
Provincial (and Guaranteed) Obliga- 
tions 40%, Municipal Bonds 1°, 
Other Bonds (largely financial corpora- 
tions) 11%, Mortgages 15%, and (ash 


1.5%. Preferred and Common Stocks 
represented 1% and 1.5% of tota! as- 
sets, since only one of the Funds } of 


the discretionary type. 
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DoLLAR Dousts 


To members of the traditional school 
of security valuation one of the most 
disturbing factors in the current market 
is the disparate spread between bond 
and stock yields. 

Historically common stocks tend to 
sell on a basis to yield about 50% more 
than the return available on high grade 
corporate bonds. Thus a 3% yield on 
triple A corporates and a 444% return 
on good common stocks has a sense of 
fitness and order about it that pleases 
the analytical mind. To go one step 
further, the 414% return on_ stocks 
would ordinarily represent a two-thirds 
payout of earnings in the form of divi- 
dends and imply a price to earnings 
ratio of about 15 times for stock. a 
multiplier which falls within the frame- 
work of tradition as well. 

As Table I shows, when common stock 
yields approximated or fell below those 
of bonds in the past it was either at a 
period when the stock market was re- 
bounding from low levels in anticipation 
of rapidly improving earnings and divi- 
dends or else at a time when the market 
was approaching a tumble. In either 
event the reverse spread was of relatively 
short duration. 

At the beginning of May 1959, the DJ 
industrial average on the latest 12 
months dividends of $19.93 and a price 


of 625 was yielding exactly 3.2%. 
Further, if we assume that earnings for 
the first quarter of 1959 will approxi- 
mate $9 a share, the latest 12 months 
earnings come to $31 and the multiplier 
is 20 times. At the same time triple A 
corporates are yielding 4.3% to ma- 
turity. 


TABLE II: 1959 YIELDS 


Moody’s Moody’s 
AAA 125 
Corporate Industrial 
Bonds Stocks 
April 4.30% 3.11% 
March 4.15 3.28 
February 4.13 3.26 
January _ 4.16 3.21 
1959 Average 4,19 3.22 


It may be wise to point out that the 
only other time in history when the 
yields on bonds exceeded those of stocks 
to this degree was in 1929. 

There’s an old saw in Wall Street 
which says that the market is getting 
high when news of it moves up to the 
front page of the newspaper. It may be 
important as well that government bonds 
“made” the May issue of Reader’s 
Digest. The current issue contains a con- 
densation of the American Letter pub- 
lished by Whaley-Eaton Corp. of Wash- 
ington, D. C. titled “The Ominous Dis- 
trust of the Dollar.” 

It discusses the flight from govern- 
ment bonds and states that the richest 
nation in the world is operating on a 
hand to mouth basis. Placing the blame 
squarely on government spending, 
Whaley Eaton points out that both pro- 
fessional and naive investors refuse to 
buy Treasury bonds, forcing the financ- 
ing into the banks. This increases the 
money supply and is directly inflation- 
ary. 

During the past six years liquid assets 
of institutional investors have increased 
by $100 billion and those of private 
citizens by $137 billion but not a penny 
on balance of this increase has been in- 





TABLE I: TREND IN YIELDS 


Moody’s Moody’s 
AAA 125 

: Corporate Industrial 
Year Bonds Stocks 

195: 3.79% 3.88% 
195 3.89 4.11 
195 3.36 3.89 
195 , 3.06 3.93 
19% 2.90 4.70 
195 3.20 5.51 
196 2.96 5.55 
195 2.86 6.29 
19§ 2.62 6.51 
194 2.66 6.82 
194 2.71 5.87 
194 2.53 5.08 
194! oe 2.44 3.75 
1945 _ 2.49 4.00 


2.57 4.56 








Moody’s Moody’s 
AAA 125 
Corporate Industrial 
Year Bonds Stocks 
1943 _ 2.49% 4.54% 
1942 - 2.57 6.44 
41 2.50 6.33 
tb) — 2.44 5.30 
1939 - 2.67 3.85 
19388 _ 2.85 3.86 
1937 3.06 4.79 
1936 3.03 3.36 
1935 3.53 3.52 
1934 . 4.02 3.42 
| a peesteoees 4.53 3.71 
19382 __. 5.09 7.28 
1931 - 4.71 6.37 
1930 . ’ 4.69 4.93 


3.84 








Se] ite}. 
CARBIDE 


A cash dividend of Ninety cents 
(90¢) per share on the outstanding 
capital stock of this Corporation 
has been declared, payable June 1, 
1959 to stockholders of record at 
the close of business May 4, 1959. 


JOHN F. SHANKLIN 


Secretary and Treasurer 
UNION CARBIDE CORPORATION 











Uniteo States Lines 


DIVIDEND 





The Board of Directors has authorized 
the payment of a dividend of fifty cents 
($.50) per share payable June 5, 1959, 
to holders of Common Stock of record 
May 15, 1959. 


WALTER E. FOX, Secretary 
One Broadway, New York 4, N. Y. 
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Southern California 
Edison Company 


DIVIDENDS 


The Board of Directors has 
1uthorized the payment of 
the following quarterly divi- 
dends: 


CUMULATIVE PREFERRED STOCK, 
4.08% SERIES 

Dividend No. 37 

25/2 cents per share; 
CUMULATIVE PREFERRED STOCK, 
4.24%, SERIES 

Dividend No. 14 

26/2 cents per share; 
CUMULATIVE PREFERRED STOCK, 
4.78% SERIES 

Dividend No. 6 

297/, cents per share; 
CUMULATIVE PREFERRED STOCK, 
4.88% SERIES 

Dividend No. 46 

3012 cents per share. 





@ The above dividends are pay- 
@ able May 31, 1959, to stock- 
# holders of record May 5S. 
§ Checks will be mailed from 
@ the Company's office in Los 
Angeles, May 30. 





P, C. HALE, Treasurer 


April 16, 1959 
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AIR REDUCTION 


Company Incorporated 


168" CONSECUTIVE 


COMMON STOCK DIVIDEND 


The Board of Directors has declared a 
regular quarterly dividend of 62%2¢ 
per share on the Common Stock of the 
Company, payable on June 5, 1959 
to holders of record on May 18, 1959, 
and the thirtieth regular quarterly 
dividend of $1.125 per share on the 
4.50% Cumulative Preferred Stock, 
1951 Series, of the Company, payable 
on June 5, 1959 to holders of record 
on May 18, 1959. 


April 22, 1959 
T. S. O'BRIEN, Secretary 
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CONTINENTAL 
C iii COMPANY, Inc. 
170th 


COMMON DIVIDEND 


A regular quarterly divi- 
dend of forty-five cents 
(45¢) per share on the 
common stock of this 
Company has been de- 
clared payable June 15, 
1959, to stockholders of 
record at the close of busi- 
ness May 22, 1959. 


58th 
PREFERRED DIVIDEND 


A regular quarterly divi- 
dend of ninety-three 
and three-quarter cents 
($.933%4) per share on the 
$3.75 cumulative pre- 
ferred stock of this Com- 
pany has been declared 
payable July 1, 1959, to 
stockholders of record 
at the close of business 
June 15, 1959. 


LOREN R. DODSON, 


Secretary 

















IBM 


177TH CONSECUTIVE 
QUARTERLY DIVIDEND 


The Board of Directors of 
International Business 
Machines Corporation has 
today declared a quarterly 
cash dividend of $.50 per 
share, payable June 10, 
1959, to stockholders of 
record at the close of busi- 
ness on May 27, 1959. 


C. V. BOULTON, 
Treasurer 


590 Madison Avenue 
New York 22, N. Y, 
April 28, 1959 


IBM’ 


INTERNATIONAL BUSINESS MACHINES CoRP. 











vested in Government obligations. This 
refusal on the part of investors compels 
the Treasury to anticipate tax payments 
by selling notes to corporate taxpayers 
and to issue short term notes to banks 
which can treat them as cash since they 
can be turned into dollars by rediscount- 
ing. The net effect of this is that the 
Treasury continues to make new offer- 
ings at more frequent intervals and each 
successive offering brings with it an in- 
crease in interest costs. 


Congress is one of the causes for the 
Treasury's current problem because it 
submits to public pressures for new 
Federal spending. Indifference on the 
part of the public to the Treasury’s prob- 
lem is evidenced by Congressional mail 
which indicates no public clamor for a 
balanced budget and, in fact, many 
writers demand more spending. Some of 
this indifference can be traced to the fact 
that large segments of the population 
enjoy some measure of protection 
through wage pacts which link take- 
home pay to the cost of living index. 
Price supports give a sense of security 
to farmers. 

Investors in common stocks have en- 
joyed a rise in prices which has far out- 
run losses in purchasing power of the 
dollar. In theory, these groups have 
scored temporary gains over other 
groups not possessing inflation hedges. 
In practice, their silent acceptance of the 
present situation is creating forces which 
will sooner or later wipe out any seeming 
gains they have made. 


On a recent trip to Europe by mem- 
bers of the New York Society of Security 
Analysts the subject of U. S. Treasury 
financing was discussed at length. Econ- 
omists there are convinced that legisla- 
tion will have to be enacted increasing 
the interest rate that the Treasury may 
pay, now limited to 414%. Our English 
friends expressed the belief that a real- 
istic cost on a 20 year bond is probably 

%. To service the present Federal debt 
requires $8.1 billion a year (second only 
to Defense in the fiscal 1960 budget), 
an increase of almost 30% in the past 
five years. Without long-term financing, 
we face the fact that within four years 
75% of the total debt will consist of 
short term maturities and will need to be 
refinanced on a one year basis. 

Meanwhile, industry has reversed the 
recent picture of inventory liquidation 
and began inventory rebuilding at a $4 
billion annual rate during the _ first 
quarter of 1959. This build-up will be 
financed mainly with bank loans which 
will sop up surplus funds, push interest 


(Continued on page 463) 


























PHELPS DODGE 
CORPORATION 


» 


The Board of Directors has 
declared a second-quarter divi- 
dend of Seventy-five Cents (75¢) 
per share on the capital stock of 
this Corporation, payable June 
10, 1959 to stockholders of rec- 
ord May 22, 1959. 


M. W. URQUHART, 
Treasurer. 


May 7, 1959 














Common Dividend No. 158 


A dividend of 6242 ¢ per 
share on the common 
stock of this Corporation 
has been declared payable 
June 15, 1959, to stock- 
holders of record at close 
of business May 28, 1959. 


C. ALLAN FEE, 


Vice President and Secretary 
May 1, 1959 





fn. 
------- FLINTKOTE ----~ 
YT 


Manufacturer of the Broadest Line 
of Building Products in America 


THE FLINTKOTE COMPANY 


New York 20, N. Y. 
quarterly dividends 


have been declared as follows: 


Common Stock* 
45 cents per share 


$4 Cumulative Preferred Stock 
$1 per share 


$4.50 Series A Convertible Second 
Preferred Stock 
$1124 cents per share 
These dividends are payable June 


15, 1959 to stockholders of record 
at the close of business May 20, 


1959. 
WILLIAM FEICK, Jr. 
Vice-President and Treasurer 
May 6, 1959. 
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W.R. Grace & Co. reported net earnings per share of $2.07 for 1958, compared 
to $3.31 for 1957. Lower profits from our operations in Latin America and from 
Grace Line were partially offset by higher earnings of the Company’s growing 
chemical business. For the first time since the Company entered the chemical 
industry in 1952, earnings from our chemical divisions amounted to more 
than half of the total net profits. 

For 1959 the prospect for most of the Company’s businesses in the United 
States and in Latin America is more favorable than a year ago. Stronger demand 
for the Company’s chemical products and the improved business climate both 
in the United States and in Latin America indicate that Grace’s earnings 
should improve in 1959. 

Results to date this year confirm this feeling of optimism. 

For a detailed account of the Company’s operations in 1958, write today 
for your free copy of the new Annual Report. 





1958 1957 
Sales and Operating Revenues..............0..++++-+ $434,234,391 $459,727,553 
Net Income After Taxes... .. jeesccacccsccccss @ 10,039,655 $ 15,459,247 
° r Per Share of Common DN on. aa ick «tet ae $ 2.07 $ 3.31 
Highlights Cash flow ES issn SNe Laks waanbe aioe S $ 7.51 $ 8.29 
’ Profersent Gewiens PON. «56. 6 bic nts cs eee ceva de ean $ 928,664 $ 928,664 
of the Voors Cinna Dene Peld..................000005000. $ 9,692,815 $ 10,540,586 
° ee LL PEEPS OTT eee eee $ 2.20 $ 2.40 
Operations Net Working Capital.............. ss 0scscececeeeee $130,295,418 $120,631,720 
SCOLAIRE oo IE cs oye oko aeGilis Detacas csc mviwee shea 2.7 tol 2.5 tol 
Year Ended Net Fixed Assets....... sacar «Tet a swt weber 3 

D Stockholders’ Equity per Common Share.............. : ‘ * 
Tans ye Number of Ml ai Seackhablors. ALA. Ania aceite s 28,052 24,539 
PR OR IIR coos ik hs denn skin nessiows 38,400 42,100 


w.r. GRACE «eco. 


Executive Offices: 7 Hanover Square, New York 5 
CHEMICALS »* LATIN AMERICAN ENTERPRISES »* OCEAN TRANSPORTATION 

































New Day For CanapiaAn-U. S. 
OVERSEAS TRADE 


Impeded by the raging Lachine 
Rapids in their 1534 expedition which 
sought a route to the Indies, the spirits 
of explorer Jacques Cartier and his 
hardy men must have marvelled indeed 
at the spectacle of ocean-going ships by- 
passing this natural barrier when the St. 
Lawrence Seaway was opened to traffic 
on April 25th. To many this date marked 
the realization of a long-cherished dream 
of international trade expansion; to its 
opponents it represented an unwarranted 
and uneconomic expenditure of public 
funds which would only benefit minority 
interests. Whether the estimated $450 
million outlay for the navigable portion 
of the undertaking will pay out is for the 
future to tell. 


This grandiose project intrigues the 
imagination, however, apart from one’s 
convictions as to its need or usefulness. 
For the first time, ocean ships of up to 
27 feet draft can load and unload in 
Canadian and United States ports any- 
where along the St. Lawrence River or 
the Great Lakes, subject to adequate 
access dredging. From the Gulf of St. 
Lawrence, the ships traverse 1,000 miles 
to Montreal before entering the approxi- 
mately 600 mile Seaway, which rises 
some 550 feet in a series of locks to the 
level of Lake Erie, and from there they 
can reach the heart of the industrial 
Middle West, as well as Fort William on 
Lake Superior through which flows the 
Dominion’s agricultural wealth. 


Just what industries and areas will be 
affected and in what degree, it is difficult 
to say but that there will be many new 
factors of business life requiring the at- 
tention of industrialists and investors 
goes without saying. It appears certain 
that Pacific Coast and Gulf posts will feel 
little or no effect upon their foreign 
trade volume, with the competitive pres- 
sure being concentrated upon East Coast 
harbors. Railroads and truckers will face 
the need of lower rate schedules. Foreign 
goods produced under favorable raw 
material and labor scales will pose prob- 
lems to domestic manufacturers. 
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IISTINUWTONAL WY ES TERT 


Regardless of dislocations, and there 
may well be some rather serious ones 
in those lines in which labor represents 
a significant portion of costs, history 
shows that broadened channels of trade 
eventually lead to more widely diffused 
prosperity, even if new patterns have to 
evolve. The process can be time-consum- 
ing and painful to those elements affected 
but majority opinion leans to the con- 
structive view over the longer term. 

As the major part of the waterway lies 
within Canada, our northern neighbors 
have agreed to bear approximately two 
thirds of the $450 million construction 
load. Planned in conjunction with the 
navigational aspects, the two countries 
have shared equally the $600 million 
cost of constructing the second largest 
hydro-electric installation on the Con- 
tinent, capable of producing, when com- 
pleted, some 2.2 million horsepower per 
day at the very low cost of around 4.3 
mills per KW. 

The Canadian share feeds into the 
Ontario Hydro power grid and is con- 
sequently available to its entire service 
area, hence the fact of abundant and 
cheap power will probably not reflect in 
construction of new plants on_ the 
Canadian side to the same degree as on 
the southern shore, where industry has 
already spent or committed around $125 
million of new construction. Because of 
the immense electrical loads used in 
aluminum production, both Alcoa and 


Reynolds have located large primar, 
plants here and fabricators have fo’- 
lowed. Thus there can be no doubt thai 
the area is bound to benefit from in- 
creased employment, bolstered by a 
thriving tourist influx anxious to ex- 
amine the massive generating equipmen, 
the storage dams and lakes and the navi- 
gational wonders permitting the move- 
ment of large vessels. 

Not to be found in the balance sheets 
and operating statements are the in- 
tangibles of mutual respect and friend- 
ship between the United States and the 
Dominion of Canada which brought to 
fruition this giant undertaking. This is 
perhaps the finest example of joint effort 
to a common end on the national level, 
with the possible exception of the Euro- 
pean Common Market. 


Pursuit oF PENSION DOLLAR 


Competition for pension fund dol- 
lars has always been keen but it has be- 
come even more intensified with the 
funds’ growth, as various types of capi- 
tal seekers have paraded their wares be- 
fore the trustees, Progression has fol- 
lowed the normal pattern from bonds to 
equities, with the latter held in varying 
degree from none to as high as 50%, 
with 30-35% perhaps nearer the norm. 

Along the way, a goodly number of 
real estate sale-leaseback arrangements 
has been consummated and _ private 
placements have had their place in the 
sun, some of them with accompanying 
stock options. Likewise, as reported in 
Trusts AND EsTATEs from time to time, 
mortgage bankers have sought to by- 
pass the inherent handicaps of handling 
costs and legal technicalities and, al- 
though their efforts have resulted in a 
relatively unimportant percentage of 
total assets, some progress has _ been 
made. 

The latest entrant in the race comes 
in the announcement that the Savings 
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Luxury passenger-cargo liner ‘Prinses Irene’ of the Fijell-Oranje Line, first ocean-g0ing 
ship in service to the Great Lakes leaving Rotterdam for Chicago to participate in St 
Lawrence Seaway dedication ceremonies. 
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Banks Trust Co., representing the mutual 
savings banks of New York State, will 
simplify deposit details on behalf of 
those trustees desiring to place funds at 
interest with these banks, by receiving 
and handling such amounts in a single 
transaction, either with designated de- 
positories or at the random discretion of 








Dividend Notice 


AMERICAN & 
FOREIGN 
POWER 
COMPANY INC. 


100 CHURCH STREET, NEW YORK7, N.Y. 


The Board of Directors of the 
Company, at a meeting held 
this day, declared a quarterly 
dividend of 25 cents per share 
on the Common Stock for pay- 
ment June 10, 1959 to share- 
holders of record at the close 
of business May 11, 1959. 





H. W. BALGOOYEN, 


Executive Vice President 


and Secretary 
April 30, 1959, 











‘| GOMMON STOCK 
DIVIDEND 





The Board of Directors of Central 
and South West Corporation at its 
meeting held on April 16, 1959, 
declared a regular quarterly divi- 
dend of forty-five cents (45c) per 
share on the Corporation’s Com- 
mon Stock. This dividend is pay- 
able May 29, 1959, to stockholders 
of record April 30, 1959. 


LERoY J. SCHEUERMAN 
Secretary 


CENTRAL AND SOUTH WEST 
CORPORATION 


Wilmington, Delaware 











FLORIDA POWER CORPORATION 
St. Petersburg, Florida 
April 16, 1959 


The Board of Directors of this Corpo- 
ration has this day declared a dividend 
{ eighteen cents (18¢) per share on 
the outstanding Common Stock, pay- 
able June 20, 1959, to stockholders 
f record at the close of business June 
0, 1959. 


G. F. FOLEY, Treasurer 











the Trust Co. It is expected that initial 
attention will be directed toward some 
1,000 funds of varying types registered 
with the New York State Insurance De- 
partment. 

By AB 
MEMOS 


(Continued from page 460) 


rates higher and provide heavy com- 
petition for any plans the U. S. Treasury 
has for raising new funds. 

Parallel with the pressure on money 
rates other factors which add to inflation 
worries are the steel wage and other 
key industry labor contracts which are 
coming up for discussion. The situation 
in steel is critical because a large in- 
crease in wage costs will bring with it a 
sizeable increase in the price of steel 
which will in turn set off a chain of 
price increases in other products. This 
would start a rise in the consumer price 
index which has been relatively stable 
since mid-1958 and would confirm the 
fears which the bond and stock markets 
are anticipating. 

This, in brief, points up some of the 
key elements which surronud the anom- 
alous position of the stock market. 
While the analyst may feel uncomfor- 
table and even deplore the upset in the 
normal relationship between bond and 
stock yields, the possibility cannot be 
overlooked that stock and bond prices 
are all to correctly reflecting the shape of 
future events. We concur with the con- 
clusion the Whaley-Eaton American 
Letter makes: that at the heart of the 
Treasurys problem is a single fact, 
namely, governments, like individuals, 
cannot spend more than they take in 
without ultimately impairing their credit. 
Continuing deficit spending debases the 
currency. Recognition of this fact under- 
lies today’s Distrust of the Dollar. 

CHARLES McGOLrick 
WALSTON & CO., INC. 


@ At Worthington Corporation’s annual 
meeting in Newark, Chairman Hobart C. 
Ramsey reported to shareholders while 
management and sales executives in 52 
foreign locations heard a simultaneous 
broadcast of pre-cut transcriptions on a 
closed circuit. 














National 
Distillers 
and 
Chemical 
Corporation 
DIVIDEND NOTICE 


The Board of Directors has de- 
clared a quarterly dividend of 
25¢ per share on the outstand- 
ing Common Stock, payable on 
June 1, 1959, to stockholders of 
record on May 11, 1959. The 
transfer books will not close. 


PAUL C. JAMESON 
April 23, 1959. Treasurer 








GOULD- 


NATIONAL 


BATTERIES, INC. 





Manufacturers of a complete line 
of automotive and industrial 
storage batteries. 


A REGULAR 
QUARTERLY DIVIDEND 


of 50c per share 

on Common Stock, 
was declared by the 
Board of Directors on 
April 13, 1959 payable 
June 15, 1959 to 
stockholders of record 
on June 2, 1959. 


A. H. DAGGETT 
PRESIDENT 


ST. PAUL » MINNESOTA _ 














THE DAYTON POWER 
AND LIGHT COMPANY 


DAYTON, OHIO 
147th Common Dividend 


The Board of Directors has declared 
a regular quarterly dividend of 60c 
per share on the Common Stock of 
the Company, payable on June 1, 
1959 to stockholders of record at 
the close of business on May 18, 
1959. 


GEORGE SELLERS, Secretary 
May 8, 1959 











CENTRAL ILLINOIS 
PUBLIC SERVICE COMPANY 


SPRINGFIELD, ILLINOIS 


DIVIDENDS 


A dividend of Forty-four cents (44¢) 
per share on the Common Stock has 
been declared, payable June 10, 1959, 
to stockholders of record at the close 
of business May 20, 1959. 


CHD) 


Quarterly dividends on the 4%, 4.25%, 
and 4.92% Cumulative Preferred Stocks 
have been declared, payable June 30, 
1959, to stockholders of record at the 
close of business June 18, 1959. 


G. R. Cook, Treasurer 


April 22, 1959 
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Variable Annuities Vary 


A Seven Year Report of CREF 


R. McALLISTER LLOYD 


Chairman, Teachers Insurance and Annuity Association 


OR ALMOST A DECADE THE VARIABLE 
| plas has attracted the attention of 
insurance and financial groups. The first 
variable annuity, that of the College Re- 
tirement Equities Fund (known by its 
acronym CREF), has been in operation 
since 1952 for the benefit of staff mem- 
bers of nonprofit colleges, universities, 
independent schools, and other organiza- 
tions engaged primarily in education or 
research. 

A number of trusteed pension funds 
now provide benefits on the variable an- 
nuity principle, including American Air- 
lines, Inc., National Airlines, Boeing Air- 
plane Company, Bristol-Myers Company, 
Chemstrand Corporation, Kidder, Pea- 
body & Company, Long Island Lighting 
Company, Pan American World Air- 
ways, Smith, Barney & Company, and 
Warner-Lambert Pharmaceutical Com- 
pany. These plans vary from direct cost- 
of-living adjustment arrangements to 
combined fixed and equity annuities. 
Also, the Tennessee Valley Authority 
and the Wisconsin State Retirement Sys- 
tem have included a variable annuity 
feature in their benefit arrangements. 

Two District of Columbia companies, 
the Variable Annuity Life Insurance 
Company of America and the Equity An- 
nuity Life Insurance Company, recently 
figured in a 5 to 4 Supreme Court de- 
cision giving regulatory jurisdiction over 
them to the Securities and Exchange 
Commission. 

Of all the variable annuity plans, 
CREF has perhaps stimulated the most 
interest; it pioneered the field and has 
had the longest experience. I am glad to 
make this report regarding CREF to 
show how one type of variable annuity 
works as part of a pension system. 


CREF was established by a special 
act of the New York State Legislature 
and is under the jurisdiction of the 
Insurance Department of the State of 
New York, which examines it periodic- 
ally. 

It functions as one part of an inte- 
grated plan for providing retirement in- 
come and in which Teachers Insurance 


164 


and College Retirement Equities Fund 








TABLE I: GROWTH OF CREF 


(Figures are as of end of calendar year, except premiums, 
which are for entire year) 


Participants 

7,302 $ 
14,875 
19,319 
25,097 
31,156 
38,798 
50,087 


1952 
1953 
1954 
1955 
1956 
1957 
1958 


Net Assets 


5,543,000 
15,589,000 
27,737,000 
39,818,000 
49,449,000 
90,249,000 


Capital 
Appreciation 
905,000 $ 43,000 
4,283,000 201,000 
6,201,000 3,552,000 
7,516,000 4,156,000 
9,578,000 1,838,000 
12,315,000 —3,680,000 
17,440,000 21,993,000 


Premium Income 
953,000 $ 





and Annuity Association (TIAA) is 
the other part. Services of the TIAA 
organization, founded in 1918 by the 
Carnegie Foundation for the Advance- 
ment of Teaching and the Carnegie 
Corporation, are limited to educational 
institutions and their staff members. 
More than 900 such institutions fund 
their retirement plans with TIAA an- 
nuity contracts. Only annuitants of TIAA 
are eligible for participation in CREF— 
the variable annuity must always be 
combined with the fixed-dollar TIAA 
annuity. Most institutions make partici- 
pation in CREF optional, and the maxi- 
mum amount that can be applied to a 
CREF annuity is 50% of the total con- 
tribution to the retirement plan. 


At the end of 1958 CREF had 47,170 
premium paying participants, which is 
64% of the eligibles. This contrasts with 
36,600 a year ago, or 56% of eligibles. 
Four hundred and thirty-four retired in- 
dividuals now are receiving annuity pay- 
ments from the Fund. 


Annual asset growth, premium in- 
come, and total capital appreciation are 


shown in Table I. 


Before Retirement 


During the period before retirement 
the amounts contributed under the col- 
lege’s pension plan are divided as desig- 
nated for each individual, so much to 
TIAA and so much, generally 50%, to 
CREF. Units in the Fund are purchased 
at the current monthly price which 
fluctuates with the market value of se- 
curities held. These are called accumu- 


lation units to distinguish them from 
annuity units in the retirement period. 
During the history of CREF the accumu- 
lation unit has varied in price, quite 
naturally, from month to month, with 
market prices of stocks. Table II shows 
the fluctuation in price range in each 
year since the Fund started. 


During Retirement 


When the individual retires he con- 
verts his accumulation units at their then 
current market value into annuity units. 
A fixed number of annuity units is pay- 
able each month for life. The dollar 
amount payable will change from year 
to year and will primarily reflect changes 
in the market price and dividends on the 
common stocks owned by the Fund. (At 
retirement, a participant may elect to 
transfer all or part of his accumulation 
in CREF into a fixed-dollar TIAA an- 
nuity instead of keeping it in CREF.) 

The important element in designing 
the retirement benefits in CREF was the 
introduction of the annuity principle. It 
was necessary to provide payments of 
dividends and from capital to extend 
over a lifetime without any possibility 





TABLE II: 


MONTHLY ACCUMULATION UNIT 
VALUE 


Low 


$ 9.59 
9.35 
10.74 
14.79 
17.30 
17.50 
17.92 


High 

$10.52 
10.87 
14.85 
18.06 
20.83 
20.50 
24,36 
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of the capital being extinguished before 
the beneficiary’s death. 

Actually, although many complicated 
decisions as to details had to be made 
when CREF was conceived, the basic 
principle is simple. The same actuarial 
methods that have traditionally been 
used for the conventional fixed-dollar 
annuity are applied to the variable an- 
nuity. No matter in what currency an 
annuity is paid, the actuarial methods 
are always the same. For example, if a 
person has 10,000 units in any currency 
(rubles, marks, pesos or dollars), it can 
he determined, by using the same mathe- 
matical formulas, how many such units 
can be paid to him each month for life. 
Exactly the same actuarial procedures 
are used to calculate annuity units in 
CREF. The annuity can be figured as a 
single life annuity, a last survivor an- 
nuity, or an annuity with a minimum 
guaranteed period. 

Of course, all of us engaged in super- 
vising an investment portfolio realize 
perfection is impossible to attain. Some 
stocks go down when it is expected they 
would go up. A particular list of well- 
chosen stocks may not move with the 
averages. Furthermore, there is no per- 
fect correlation between common stock 
price indexes and cost-of-living indexes. 
Nevertheless, statistics have demon- 
strated that there is sufficient correlation 


© to suggest that a combined annuity plan, 
» such as CREF blended with TIAA, will 


| besuccessful in providing needed income 


adjustments as changes occur in the dol- 
lar’s purchasing power. 

Ultimately CREF’s success will be de- 
termined by the dynamics of the U. S. 
economy and judgment in the selection 
of its investments. In spite of the pro- 
spective fluctuation in income in the 
future, CREF is giving a new sense of se- 
curity to educators contemplating retire- 
ment. They realize that while a retire- 
ment income composed wholly of fixed 
dollars at time of retirement may lose 
much of its purchasing power as the 
years pass, a combination of a TIAA and 
CREF annuity income can give a much 
more thorough-going protection. 

The value of the annuity unit is com- 
puted once a year, as of March 31, for 
the next twelve payments beginning May 
|, Values each year follow: 


Annuity Year Annuity Unit 


May through April Value 
Initial Value $10.00 
1953-54 _ a 9.46 
eee . Ree 
SS eee 
1956-57 ____ ti i, 
OT i 16.88 
J ia 16.71 
1959-60 ___ 22.03 

May i959 





TABLE III: IMMEDIATE ANNUITIES BEGINNING 1952 


Annuity Year Guaranteed TIAA 


May Through April Income -+ 
1952-53 __. $100 
1953-54 - 100 
1954-55 100 
1955-56 - 100 
1956-57 - 100 
1957-58 100 
1958-59 - 100 
1959-60 100 


TIAA CREF Total 
Dividends -4- Income = Monthly tncome 

$0 $113.95 $213.95 
6.19 107.80 213.99 
5.98 122.38 228.36 
5.78 160.78 266.56 
6.47 210.92 317.39 
6.47 192.35 298.82 
7.63 190.41 298.04 
7.63 251.03 358.66 





It has been mentioned that CREF is 
an integral part of a TIAA retirement 
plan. In the pay-out stage, annuities from 
TIAA-CREF over the past seven years 


have varied as above, for a monthly 





annuity income resulting from a single 
premium paid to TIAA sufficient to pur- 
chase an annuity of $100 per month 
with a similar premium paid to CREF. 
(Table IV, next page, lists portfolio. ) 
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GOVERNMENT 
STATE 
MUNICIPAL 
HOUSING AUTHORITY 
PUBLIC REVENUE BONDS 





EQUIPMENT TRUST CERTIFICATES 


PUBLIC UTILITY, INDUSTRIAL 
& RAILROAD BONDS 


INVESTMENT STOCKS 


Knowledge, Experience, Facilities for Investors 


R. W. Pressprich & Co. 


MEMBERS 


New York Stock Exchange 
American Stock Exchange ( Assoc.) 
Midwest Stock Exchange 


48 Wall Street, New York 5, N. Y. 
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BUSY 
TRUST 
OFFICERS 


are invited to 
send for a copy of 


“PLANNED 
INVESTMENT 

FOR BANK TRUST 
DEPARTMENTS” 


The complex task of administering trust 
funds is one that takes an increasing 
amount of your time and effort. As a 
bank trust officer you are well aware 
of this, and you know that one of the 
most important of your problems is the 
management of the securities portfolio 
itself. 


Knowledgeable as you may be about 
investments, haven’t you often felt it 
would be very helpful to have a group 
of competent outside advisors regularly 
available? Haven’t you wished that the 
investments of each of your trusts could 
have the advantages of professional ad- 
visors who would be available to you 
at all times? 


The specialists in the Planned Invest- 
ment Department at Smith, Barney & 
Co. are ready to give you this kind of 
help. 


The plan under which we would work 
with and for you would be specially 
set up to meet the needs of your bank 
and the individual trusts. 


If you would like to know more 
about our investment services and how 
they can help you and your clients, send 
for a copy of our brochure, ‘Planned In- 
vestment for Bank Trust Departments.” 


Smith, Barney & Co. 


Members New York Stock Exchange 
and other leading exchanges 


20 Broad Street, New York 5, N. Y. 
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Shs. 


11,200 
28,600 
14,300 
20,100 
19,000 
25,300 
24,200 
37,100 
35,800 


9,700 
35,400 
11,000 
19,000 
31,500 

6,600 

6,600 
43,500 

800 
19,100 


29,100 
27,300 
23,500 
18,200 
51,400 
20,600 
20,600 
20,740 
40,100 
26,800 
25,300 
40,200 


24,200 
10,200 
12,100 

7,500 
15,800 


33,600 
11,200 
15,700 


33,400 
12,700 


3,000 
9,145 
19,900 


17,200 
12,400 
21,200 


18,000 
14,600 

6,100 
16,400 


23,300 
15,400 


23,200 
21,200 


20,300 
28,300 

800 
12,500 


5,300 
18,600 
12,500 


9,200 
17,100 
14,500 
19,500 
17,200 
16,300 


1,332,185 


TABLE IV: CREF COMMON STOCK HOLDINGS 
(As of March 31, 1959) 


Issue 
Oil (14.85%) * 
Amerada Petroleum Corp. 


Continental Of] Co. ——.____.. ; as 


Gulf Oil Corp. 
Shell Oil Co. — 


Socony-Mobil Oil Co., Ine. —._..- 


Standard Oil Co. of California 
Standard Oil Co. of Indiana 
Standard Oil Co. of New Jersey 
Texas Co. 


Chemical & Drug (14.6%) 


American Cyanamid Co. 
Dow Chemical Co. 


du Pont (E. I.) de Nemours & Co. 


Hercules Powder Co. 
Hooker Chemical Corp. 
Mead, Johnson & Co. _.. 


Merck & Co., Ine. -. tiptoe AER Aca 


Monsanto Chemical Co. _.. 
Rohm & Haas Co. -................ : 
Union Carbide Corp. -.................... 


Public Utility (18.04%) 


American Electric Power Co., Inc. .. 


Central & South West Corp. 


Cleveland Electric TMuminatine Co. . é 


Consumers Power Co. 
Florida Power Corp. 


Florida Power & Light Co. ____ 


Houston Lighting & Power Co. __. 
Public Service Co. of Colorado 
se Ee eee od 
Texas Utilities Co. — 

United Gas Corp. 


Virginia Electric & Power Co. ~~... 


Building (5.29%) 

Lehigh Portland Cement Co. 
National Lead Co. ___. 
Pittsburgh Plate Glass “Co. 
Trane Co. -.... 

U. S. Gypsum Co. 


Electrical Equipment (5.28%) 


General Electric Co. 
McGraw-Edison Co. 


Minneapolis-Honeywell Regulator Co. 


Automobile (2.95%) 


General Motors Corp. —. ns 
Libbey-Owens-Ford Glass Co. 


Office Equipment (6.87%) 


Addressograph-Multigraph Corp. __.. 
Internat’] Business Machines Corp. — 
National Cash Register Co. —-....... 


Non-Ferrous Metal (3.94%) 


Aluminum Co. of America — 


Kennecott Copper Corp. 


U. S. Foil Co., Ine., Class B Stock _. 


Paper (4.57%) 
Crown Zellerbach Corp. 


International Paper Co. —................. 


Kimberly-Clark Corp. —-—.......__.- 
Scott Paper Co. 

Container (2.84%) 

Continental Can Co., Inc. 
Lily-Tulip Cup Corp. - 

Food (2.96%) 

General Foods Corp. : 

National Dairy Products Corp. | 

Steel (4.1%) 

Armco Steel Corp. 

Bethlehem Steel Corp. 

Inland Steel Co. 

U. S. Steel Corp. 

Tire & Rubber (4.11%) 

Firestone Tire & Rubber Co. 
Goodrich (B. F.) Co. —--.- 
Goodyear Tire & Rubber Co. 
Miscellaneous (9.6%) 

Caterpillar Tractor Co. ee 
Corning Glass Works __...-.... 
Eastman Kodak Co. 


Minnesota Mining & Mfg. Co. 


Outboard Marine Corp. 
Procter & Gamble Co. 


ee eee a 


*Percentage of total market value of fund. 


Total 
Cost 


$ 1,123,062.41 


1,317,859.24 
1,243,441.61 
1,245,999.08 

981,075.05 
1,104,929.83 
1,075,308.60 
1,571,706.10 
2,089,732.53 


493,841.72 
1,880,980.17 
1,818,709.76 

847,126.99 
1,087,776.54 

399,508.11 

475,934.54 
1,475,253.76 

383,357.50 
1,853,658.08 


1,021,350.22 
1,043,056.55 
888,238.75 
868,059.44 
975,209.85 
1,031,026.03 
975,464.42 
850,278.19 
945,649.28 
1,087,234.18 
827,223.16 
920,203.72 


760,499.05 
971,319.51 
877,749.37 
404,116.98 
824,637.50 


5 1,741,865.67 


415,830.92 
1,138,061.51 


1,165,792.20 
913,174.15 


285,076.19 
1,699,810.17 
1,048,993.21 


1,217,270.90 
1,236,722.72 
1,014,051.42 


948,620.29 
1,270,135.66 
368,643.04 
907,738.58 


986,005.67 
988,495.06 


1,042,369.37 
817,647.56 


1,076,007.21 
1,164,543.55 
111,122.70 
868,015.86 


543,382.68 
1,166,741.32 
961,249.52 


738,148.20 
1,134,579.15 
1,186,490.61 
1,094,464.42 

469,376.46 

844,858.48 


$68,305,862.27 
Yield on Cost 3.56% 


Market Value 
3/31/59 


» Average 
Cost 


100.27 
46.08 
86.95 
61.99 
51.64 
43.67 
44.43 
42.36 
58.37 


$ 1,097,600.00 
1,819,675.00 
1,649,862.50 
1,718,550.00 
859,750.00 
1,400,987.50 
1,179,750.00 
1,896,737.50 
2,711,850.00 


50.91 
53.14 
165.34 
44.59 
34.53 
60.53 
72.11 
33.91 
479.20 
97.05 


522,587.50 
2,986,875.00 
2,453,000.00 
1,097,250.00 
1,267,875.00 

433,950.00 

518,925.00 
1,903,125.00 

428,800.00 
2,483,000.00 


35.10 
38.21 
37.80 
47.70 
18.97 
50.05 
47.35 
41.00 
23.58 
40.57 
32.70 
22.89 


5 1,516,837.50 
1,726,725.00 
1,227,875.00 
1,023,750.00 
1,542,000.00 
1,946,700.00 
1,447,150.00 
1,088,850.00 
1,463,650.00 
1,862,600.00 
1,040,462.50 
1,527,600.00 
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31.43 
95.23 
72.54 
53.88 
52.19 


804,650.00 
1,142,400.00 
1,004,300.00 

478,125.00 
1,682,700.00 


51.84 
37.13 
72.49 


2,734,200.00 
456,400.00 
1,911,475.00 


34.90 
71.90 


1,503,000.00 
1,349,375.00 


95.03 
185.87 
52.71 


324,000.00 
4,965,735.00 
1,338,275.00 


70.77 
99.74 
47.83 


1,367,400.00 
1,367,100.00 
1,065,300.00 


52.70 
87.00 
60.43 
55.35 


999,000.00 
1,755,650.00 
366,000.00 
1,287,400.00 


42.32 
64.19 


1,202,862.50 
1,536,150.00 


44.93 
38.57 


1,841,500.00 
1,017,600.00 


53.01 
41.15 
138.90 
69.44 


1,329,650.00 
1,418,537.50 

107,800.00 
1,106,250.00 


102.53 
62.73 
76.90 


757,900.00 
1,581,000.00 
1,625,000.00 


80.23 
66.35 
81.83 
56.13 
27.29 
51.83 


800,400.00 
1,765,575.00 
2,211,250.00 
2,554,500.00 

531,050.00 
1,405,875.00 


$96,539,735.00 
Yield on Market 2 
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STANDARD OIL COMPANY uwoiana)y AND SUBSIDIARIES 


EFFICIENCY RISES; COSTS CUT 


MANUFACTURING. Emphasis continues to be placed 
on quality improvement. We are well on the way to 
achieving our objective of reducing operating costs 
while continuing to improve the quality of our products. 
For example, scheduled for completion in May, 1959, 
is a 140,000-barrel-per-day crude distillation unit 
which will replace nine smaller, obsolete units at an 
important cost saving in operation. Our new petro- 
chemical plant at Joliet, Illinois, was essentially com- 
pleted in 1958. 


MARKETING. The company achieved excellent results 
through reseller channels, particularly in the sales of 
premium gasolines. Sales through service stations and 
other retail outlets increased about 5%, exceeding the 
industry pattern. For the year, our total volume of 
product sales declined 2.5%, largely the result of low- 
ered industrial demand for residual fuels and the 
dropping of marginal commercial accounts. 


PRODUCTION. A number of promising fields were 
opened in this country and Canada by Pan American 
Petroleum Corporation. Among these were the Swan 
Hills area of Alberta, Canada. Net domestic produc- 
tion of crude oil and natural gas liquids declined 6.7 % 
in 1958, due largely to restrictions on production by 
state agencies. Net natural gas production increased 
slightly—to 1.35 billion cubic feet daily. Our crude 
oil, natural gas liquids and natural gas reserve posi- 
tion showed continued growth. 


INTERNATIONAL. Emphasis on foreign oil exploration 
and development was increased substantially with the 
formation of a new subsidiary, Pan American Inter- 
national Oil Company. International’s overseas activ- 
ities now encompass seven countries on four continents. 
A second new subsidiary—Amoco Trading Corpora- 
tion—was formed in 1958 to handle international crude 
oil marketing activities. 


RESEARCH was responsible for several important 
improvements during 1958. Our research scientists 
engaged in a wide range of petrochemical studies. We 
have developed a strong patent position in methods of 
producing thermoplastics and organic intermediates. 
We also have developed a new drilling technique, based 
on a modification of an air-driven quarry type drill. 


NET WORTH AND FINANCING. Net worth at the end 
of 1958 stood at $2,076,900,000—the highest in Com- 
pany history. Book value per share increased to $58.06 
in 1958 from $56.26 in 1957. During the year, the 
Company sold $200 million principal amount of 444% 
Debentures, due October 1, 1983. At year end total 
borrowings amounted to $467.5 million, equal to 17% 
of total assets. 


DIVIDENDS. In line with our policy of paying divi- 
dends equal to approximately one-half of our earnings, 
regular cash dividends were supplemented in the fourth 
quarter with a special dividend in Standard Oil Com- 
pany (New Jersey) stock. Dividends paid, including 
the value of the Standard Oil Company (New Jersey) 
stock on date of distribution, amounted to $1.687 per 
siiare. We have paid dividends for 65 consecutive years. 


STANDARD OIL COMPANY 


910 SOUTH MICHIGAN AVENUE, CHICAGO 80,ILLINOIS 
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THE STORY IN FIGURES 


FINANCIAL: 1958 1957 
I cc i cand cosas: 4 0/0 e's $1,882,441,000 2,029,689,000 
Ee $ 117,775,000 151,509,000 
Net earnings per average 

outstanding share............ $ 3.29 4.27 
DIVAS MONA... 5... 5. 5 ss $ 538,197,000 56,302,000 
Dividends paid per share*...... $ 1.687 2.110 
Earnings retained in the business $ 64,578,000 95,207,000 
Capital expenditures........... $ 270,387,000 340,274,000 
RI Safa! caw hs 3 n'a 2 084.0 5-2 $2,769,317,000 2,535,023,000 
PO ie ci icinces ose ee nw ie $2,076,853,000 2,012,260,000 
Book value per share........... $ 58.06 56.26 

PRODUCTION: 

Crude oil and natural gas liquids, 
barrels per day, net.......... 285,474 307,500 


Natural gas, thousand cubic feet 


oe | a ert ante a 1,347,590 1,298,158 
Oil wells owned, net (year end).. 10,872 10,722 
Gas wells owned, net (year end). 2,193 2,085 
MANUFACTURING: 
Crude oil and natural gas liquius, 
etc., processed, barrels per day. » 640,648 648,076 
Crude running capacity, barrels 
per day (year end)........... 691,800 714,000 
MARKETING: 
Refined products sold, barrels 
OS EE Se AL re 645,745 662,676 
Retail outlets served........... 29,032 29,874 
Natural gas sold, thousand 
cubic feet per day............ 1,422,498 1,391,315 
Crude oil sold, barrels per day... 277,183 341,594 
TRANSPORTATION: 
Pipelines built, miles........... 281 175 
Pipelines owned, miles (year end) 17,568 17,366 
Pipeline traffic, million barrel 
en eee ae 152,796 156,451 
Tanker and barge traffic, 
million barrel miles........... 93,710 86,125 
PEOPLE: 
Stockholders (year end)......... 151,937 148,375 
Employees (year end).......... 46,033 49,678 
Wages and benefits............. $ 352,469,000 370,128,000 


**Dividends paid”’ include the value on this Company’s books of the Standard 
Oil Company (New Jersey) stock distributed as a dividend. ‘“‘Dividends paid 
per share” include the market value of the Jersey stock on date of distribution. 
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LIMITED MARKETING. 






REFINING AND 
MARKETING COMPANIES 


Wholly Owned Subsidiaries 


S os 


OF 
STANDARD OIL : 
(INDIANA), ° 
Parent C a ~ 
end wediiaiinn : 9 a 


: Company 


wee Pee ee eee eee eee eee ee STANDARD UTAH OIL THE AMERICAN 
OIL COMPANY REFINING COMPANY OijL COMPANY 
(Indiana) 


Other major subsidiaries (wholly owned): Pan American Petroleum Cor- 
poration © Service Pipe Line Company ® Indiana Oil Purchasing Company 
@ Tuloma Gas Products Company @ Pan American International Oil 
Company @ Amoco Trading Corporation © Amoco Chemicals Corporation 












Id aoa) . C9384 Make 
A Trustee Trilemma 


OME BANKERS CHARGED WITH INVEST- 
ss ing funds for trust accounts are in 
a quandary, and justifiably so. They are 
generally bound by the prudent-man 
rule, but it is far from easy at this time 
to be at all sure just what action a pru- 
dent man should take, with major in- 
vestment media such as stocks, bonds, 
and real property being radically affect- 
ed by unusually powerful forces. All the 
more reason, then, for a fresh look at 
these three principal investment instru- 
mentalities. 

Common stocks are worth what they 
will earn, capitalized at a rate in keeping 
with the risk. They are not, and by their 
very nature never can be, ultimate 


hedges against inflation. They are paper 
certificates representing ownership in a 
corporation; they are not acceptable as 


circulating media; will not sustain life; 
have no commodity value; and will not 
produce useful goods. This is the equiva- 
lent of saying that they do not possess 
the attributes of either land, gold, or 
even a glass of water. Their entire value 
arises from the fact that they represent 
a claim to a share in the earnings of a 
corporation, provided there exists a body 
of laws to make this claim enforceable. 

It follows that the more stocks earn the 
more they are worth and vice versa. If 
stocks double, triple, or quadruple in 
price, they are only worth this higher 
price provided earnings rise correspond- 
ingly. But they are not worth a higher 
capitalizing rate unless the element of 
risk is deemed to have decreased. 

At present, this multiple, as it applies 
to the great body of quality equities, is 
much in excess of any previously proved 
sustainable figure, with the single ex- 
ception of ratios which prevailed at the 
bottom of the Great Depression (1932- 
1934), when price-earnings ratios were 
understandably high because of the near 
collapse in corporate earning power. 

If the trustee drastically reduces 
equity holdings in existing accounts, 
he faces the risk of being charged with 
lack of good judgment because a greater 
degree of inflation might force prices 
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higher, while total retention in old ac- 
counts and purchase for new accounts 
also exposes him to castigation because 
of possible vulnerability of the price 
level. 

Under such circumstances the con- 
vertible bond is God’s gift to the trustee, 
provided suitable media are available. 
But there seem currently to be few bar- 
gains here, as most convertibles of merit 
are already selling at steep premiums, 
and the balance appear all too often 
neither good bonds nor good options. 

When a nation suffers from that form 
of economic consumption known as in- 
flation, the investing public becomes 
fearful and starts to protect itself by buy- 
ing land, equities, gold and objects of 
art. Prices double (we are at that stage 
now), triple, quadruple or even more. 
At some point in this process (never 
determinable in advance), the Govern- 
ment begins to slap on restrictions and 
controls which strangle profits. Wages 
are relatively unscathed because _poli- 
ticians gain and retain power in democ- 
racies through the votes they are able to 
secure. Likewise deficit financing (a 
prime cause of inflation) does not cease, 
because votes are paid for through gov- 
ernment largesse. These forces push 
profits into a pincer, thereby threatening 
the earning power of common stocks. 
But before that day arrives common 
stock prices could theoretically move a 
lot higher as a result of more inflation. 

Common stocks, therefore, are vul- 
nerable for the short term, because price- 
earnings ratios are much in excess of 


sustainable levels. Over the intermediate 
term, continuing inflation could result in 
common stock prices going much higher. 
Long term, we must eventually control 
inflation or it will destroy us. This is a 
threat to both corporate earnings and to 
our system of government. 


Bonds and the Balanced Portfolio 


The balanced portfolio has been 
orthodox procedure for as long as any 
other doctrine of conservative investment 
management but it is now being ques- 
tioned. Does the history of our national 
debt afford a clue as to the reasons? 

Between 1789 and 1861 debt was re- 
duced from $77 million to $65 million. 
The Civil War caused an increase to 
$2.8 billion. By the outbreak of World 
War I a reduction to $1.2 billion had 
taken place. There then followed an in- 
crease of $25.5 billion by 1919. But 
again, following a war, the debt was re- 
duced to $16.2 billion by 1930. 

As a nation, we began to change about 
this time. Many people, reduced to 
poverty by the ravages of the Great De- 
pression, embraced the philosophies of 
the New Deal State. World War II served 
to interrupt the social trend. Now we 
show signs of going back for another 
long drink of Welfare Statism. 

After 1930 the country operated at a 
deficit for 24 out of 29 years and the 
national debt rose to $283 billion. Con- 
trast this to the performance between 
1861 and 1931, a period which included 
the Civil War, Spanish-American War. 
World War I and several years of panic 
and depression. Throughout this 70-year 
period there was a deficit for only 22 
years. 

The history of the purchasing power 
of the dollar is also revealing. For the 
40 years preceding the Civil War ‘here 
was a 7% increase in the dollar’s value. 
The Civil War reduced purchasing power 
in 6 years by 41%. There then followed 
a 47-year period in which money gained 
slightly in value—3%. Along «came 
World War I which reduced its pur:has- 
ing power by 43% in 6 years. Iv the 
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next 21 years (which brings us up to 
1940), a substantial increase took place 
—23%. In six years World War II re- 
duced this purchasing power by 28%. 
In the past 12 years the reduction has 
heen even greater—33%. For the entire 
139-year period the loss, from the start, 
has been 78%, roughly 1% of 1% per 
annum. As both the debt and purchasing 
power figures testify, since World War 
Il we have made progress in neither re- 
ducing the debt nor in maintaining the 





















purchasing power of our money—a 

definite break with past performance. 
Debt as Money? 

The colossal federal debt moves 





steadily toward the bill stage. In this 
dimension it is only one step removed 
fom becoming money. Numerous 
studies have been made to show that 
present debt is only such and such a per- 
centage of gross national product, and 
at this level it is less than it was when 
Washington crossed the Delaware, The 
moral is always the same: that we can, 
therefore, add considerably to the 
present debt with perfect safety. 

Even some important banks have re- 
echoed this prattle on page two of their 
letters while bemoaning inflation on page 
one, 















Is it the amount of income relative to 





a debt that determines solvency, or is it 
the amount of income relative to all de- 
mands upon that income which is the 
deciding factor? 

Every loan officer knows that when a 
debt gets so large that you can’t pay it 
off, it is too large; and when it gets so 
large that you can only add to it, it is 
far too large; and when it gets so large 
that you are unable even to add to it, 
your credit is gone. 

Inflation, then, which has been the 
prime factor in causing common stocks 
to reach economically vulnerable price 
levels, has also served to impair the 
value of the time-honored and worthy 
(except during wartime) financial escape 
hatch—the bond market. The same dis- 
advantages apply to the fixed return 
from preferred stocks unless one can un- 
earth that rare phenomenon, one with an 
attractive conversion feature at a proper 
price. 

History makes clear that bonds have 
been costly holdings during periods of 
war. Since World War II they have also 
proved unsatisfactory, even during 
peacetime. There is at least a slight pos- 
sibility that this new development may 
mark the beginning of a long-term trend. 

Under these circumstances, what is 
the dictate of prudence? The answer 
seems to be short term maturities; no 





long-term bonds, except possibly a sound 
convertible. Where trustees succumb to 
the demands of those whose minimum 
needs require that extra 1% or 114% 
available from long-term bonds, then 
prudence suggests that beneficiaries be 
fully informed of the risk. 


3 Classes of Inflation Hedges 


Publicly owned corporations are of 
relatively recent origin, so there is not 
a very long history of common stocks as 
hedges against inflation. Recent per- 
formance has been outstandingly good, 
although at the moment common stock 
prices may perhaps be the most inflated 
segment of the economy. 

Historically, land, gold, and objects 
of art have been good hedges. Gold is a 
sterile holding, and an illegal one, too, 
in this country. Objects of art demand 
expert knowledge and their markets are 
thin and uncertain. Real estate, on the 
other hand, warrants consideration 
under today’s conditions.* 

No form of real estate can be safely 
used in any trust account unless the 
bank has outstandingly capable real es- 
tate men in its employ. If a bank does 
not have such experts, it will prove ex- 





*For some legal and investment problems of 
real estate, see ‘“‘Real Estate and Mortgages,”’ Wil- 
liam F. Keesler, TRUSTS AND ESTATES, March 1959, 
p. 218. 
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THE CHECK THAT'S BEEN MAILED 
EVERY YEAR FOR 107 YEARS 


There’s something solid about 
. and the great in- 
dustrial area of which it’s the 
center. Here we have a steady 
growth of widely diversified in- 
dustry. Here, you find one of 
the nation’s most skilled labor 
with pride in its ex- 
ceptionally high productivity 
rate. And it’s hard to imagine 
a more ideal location as a dis- 
All this has 
given the area’s economy an en- 
viable stability. It’s not surpris- 
ing that in such a community 
the Gas & Electric Company 
would reflect that same stability 





—with an unbroken record of 
stock dividends paid, every year, 
for 107 straight years. 





The Ohio River, which carries 1% 
times as much commercial tonnage as 
passes through the Panama Canal, is a 
great asset to the Cincinnati area. It 
will become even more important as 
the high lift dam program, now in 
progress, is completed. 





THE CINCINNATI GAS & ELECTRIC COMPANY 
107 years of unbroken dividend history 





















tremely difficult to find men who know 
comparative values and underlying real 
estate trends in areas other than their 
own bailiwicks. 

Use of real estate in trust accounts 
will probably prove exceptional rather 
than common for a number of reasons: 
possible conflicts between the interests 
of an income beneficiary and a re- 
mainderman; the necessity for meeting 
an actuarial liability; situations in which 
income considerations are paramount; 
state laws which expressly forbid trust 
investment in real estate because of loca- 
tion or lack of marketability. 

Real property may prove difficult, cost- 


ly, and time-consuming to buy or sell. 
Purchase and ownership are shrouded in 
a host of booby traps. The title system 
is archaic. Rarely is marketability good. 
Frequently a property will be difficult 
to operate, costly to maintain, or located 
beyond a bank’s operational area. Occa- 
sionally a certain property will become 
a special target for the tax assessor. 
Finally, we find potential threats in- 
herent in rent control laws, road and 
neighborhood changes, slum develop- 
ments and anti-discrimination laws. 
Despite this formidable array of pit- 
falls, certain trustees may find that in- 
vestment in improved real estate can 














You have to GROW FAST to keep up with 
THE INDUSTRIAL SOUTHEAST 


During 1958, Southern Natural Gas Company inaugurated the greatest ex- 
pansion program in its history. Our natural gas delivery capacity climbed to 
about 1.2 billion cubic feet a day. By the end of 1959, we plan to have 
invested $100,000,000 for the system expansion program and connection of 
new gas supplies and to have upped our delivery capacity by 35% to 1.35 


billion cubic feet a day. 


It takes rapid growth to keep up with the increasing needs of our territory 
and our customers. For further information on Southern Natural’s share in 
the booming INDUSTRIAL SOUTHEAST. . . . Write for your copy of 


our 1958 Annual Report. 





erving the Growing South 


WATTS BUILDING * BIRMINGHAM, ALA, 


occasionally be appropriate and promniis- 
ing, especially at this time, when equity 
prices possess near-term vulnerability 
and bonds are threatened by long-term 
inflation. 


It may prove necessary to make haste 
slowly in this matter as there are un- 
avoidable preliminaries. In addition to 
power of sale, which any properly writ- 
ten instrument should contain, trusiees 
should incorporate permission for real 
property investment in living trusts and 
investment management accounts. 

Theoretically, a cattle ranch with oil 
income probably represents the zenith 
of advantages in this type of investment: 
for at one stroke a person achieves (1) 
protection against inflation deriving 
from his land (2) conversion of current 
income into capital gains from his cattle 
(3) preferential tax treatment on his oil 
royalty because of the depletion allow- 
ance. Of course, one could not expect all 
these advantages from investment in a 
shopping center. But the investor would 
gain from the depreciation allowance, 
there would be some protection against 
inflation, and he would build up certain 
tax deductions. Furthermore, the return 
should surely be far greater than the 
314% or less now available from good 
grade industrial stocks. 

It is difficult to generalize when treat- 
ing of improved properties because no 
two are even remotely alike though cer- 
tain good opportunities undoubtedly 
exist, they may be difficult for the great 
majority of trust departments to exploit. 

Unimproved property, being normally 
non-income producing, would not be a 
permissible medium for trustee invest- 
ment, regardless of potentially attractive 
enhancement, because it entails carrying 
charges instead of throwing off income. 
Perhaps in rare instances an able trustee 
may operaie here through a productive 
lease arrangement. Acreage, however, 
has proved a fantastically good hedge in 
selected suburban areas such as Nassau 
and Suffolk Counties in New York State: 
Tarrant and Dallas Counties in Texas. 

Population increases are bound to 
exert an ever-growing pressure on land. 
Since the supply is limited, further price 
appreciation in areas where no speci: 
pressure exists today is inevitable. 

Despite all the drawbacks, difficu!tics. 
and dangers inherent in the ownersh 
of real property and in its administr’ 
tion by a trustee, the author feels thet 
trustees would do well to consider i's 
employment in certain instances 4! 
that it may well represent, where ‘¢?* 
ible, the least threatening alternati'’ " 
the current investment trilemma. 
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INVESTMENT POWERS RE-EXAMINED 


Canadian Legislation Proposes Changes 


R. A. KNIGHTON 


Chief Accountant, The Canada Trust Company, London, Ontario 


ECENTLY, SEVERAL CANADIAN PROV- 
R inces have introduced legislation or 
are proposing legislation which will in- 
crease the investment powers of trustees 
within those provinces. The Govern- 
ments of these provinces have thereby 
taken the first step in revising legisla- 
tion which, because of its age, has be- 
come restrictive. 


Typical of the various provincial 
trustees Acts is that of Ontario which 
was passed before the turn of the cen- 
tury. Under this Act, unless otherwise 
provided in the will, trustees may invest 
only in first mortgages on improved real 
estate and in a narrow group of high 
grade bonds and debentures. 


The narrow confines of investments 
for trustees set out in the several Acts, 
while almost guaranteeing income for an 
estate or trust, cause the capital of the 
estate to diminish purchasing power dur- 
ing a period of shrinkage in the value 
of the dollar such as has been the case 
since 1939. During a deflationary period, 
some degree of protection would be 
given to the capital of estates or trusts 
by the use of trustee investment. 


The varying opinions as to the ex- 
tent that trustees’ investment powers 
should be broadened can be reduced to 
a common denominator: the ability of 
the trustee to choose proper investments. 
Qn the one hand there are those exper- 
ienced in trust and estate work who are 
of the opinion that the trustee Acts 
should be amended so that certain com- 
mon and preferred stocks and high grade 
corporation bonds can be included as 
trustee investments. On the other hand 
are those who believe that no legislation 
should be introduced which might prove 
disastrous for an estate or trust if the 
terms of the legislation were applied by 
inexperienced persons. Those in favour 
of broadening the powers point out that 
a number of trusts established many 
years ago have suffered because of the 
harrow investment confines of the 
present Acts. They also observe that in 
many cases investment is restricted to 
trustee securities because the testator 
over'coked giving adequate powers in 
his will. Those not in favour of broaden- 
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latter awaits proclamation. 





ing the powers stress that with all the 
facilities available for estate planning, in 
recent years in particular, a testator has 
every opportunity for expressing his in- 
vestment wishes and for varying these 
wishes right up to the time of his death 
and therefore, if investment powers are 
restricted, they are intended to be so. 


Various Proposals 


The fact that there are two distinct 
schools of thought is shown in the pro- 
posed legislation in British Columbia 
and Ontario.* 

British Columbia has introduced legis- 
lation which extends trustee investments 
to include certain preferred stocks of 
Canadian corporations and certain cor- 
poration bonds. This legislation would 
seem to be suitable for the conservative- 
ly minded investor but does not go far 
enough for those who consider that high 
grade common stocks have a place in the 
investment portfolio. 

Ontario has proposed legislation which 
would allow the Supreme Court of that 
province to vary any of the terms of a 
trust, provided that the variation of the 
terms is for the benefit of certain bene- 
ficiaries. The Ontario proposal, is there- 
fore, wide enough to allow deviation in 
either direction, i.e. to broaden the pro- 
visions or to narrow them if in the 
opinion of the Court this should be done. 

In many ways the Ontario legislation 
would appear to be better than that of 
British Columbia except that it could 
create long delays because of the fact 
that such matters cannot be rushed 
through the Courts. The Ontario legisla- 
tion seemingly would overcome the di- 
vergences of opinion since it is flexible 
enough to give consideration to any 
argument which might be introduced. 

While such varying legislation exists 
throughout the provinces, no complete 
agreement will ever be reached as to 
which statute is best. However, all will 
agree that it points up the necessity for 
the skillful drafting of trust and estate 
documents, A properly drawn instru- 
ment will overcome the need for execu- 
tors or trustees to resort to legislation. 


*Both measures have since been passed but the 











We Move FAST 


To Keep YOUR 
MONEY Moving 


Because money in motion is the 
basis of a dynamic economy, ma- 
chinery and staff at First and 
Merchants National Bank moves 
fast to serve — 


Other Banks 
Corporations 
Individuals 


as adviser on investments, ancillary 
administrator, transfer agent, loan 
participant and many bank-for- 
banks services. 


We invite you and your customers 
to use these services. 
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New book explains why the 
area we serve offers so much 
opportunity to industry. 


Write for FREE COPY 
Box 899, Dept. U 
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HENRY ANSBACHER LONG INDEX of MUTUAL FUNDS 





Indices are based on fund operation during the period covered and are 
not a representation of future results. They should be considered in the 
light of the individual companies’ investment policies and objectives 
and the characteristics and qualities of the investments of these companies. 





No responsibility is assumed in so far as compliance with the Statemen 
of Policy is concerned for the employment in whole or in part of th« 
index by issuers, underwriters or dealers. Principal indices for Apri 
30, 1958 appear in the May 1958 issue and current income return 
based on April 30, 1959 offering prices are available on reques: 
these will soon be added to a revised short form index. 
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Reference should be made to the introduc- 
tory article in July 1949 issue, outlining pur- 
poses of publication and considerations in 12/31/35 
selecting stock and cost-of-living averages, 


periods and in interpretation of data. Principal 
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BALANCED FUNDS 
American Business Shares _.. 
Axe-Houghton Fund “A” _. 
Axe-Houghton Fund “B” 
Boston Fund 
Commonwealth Investment _... 
Eaton & Howard Balanced a 
Fully Administered Fund (Group Securities) _. 
General Investors Trust 
Investors Mutual 
Johnston Mutual Fund 
Nation-Wide Securities** 
Sa en a 
George Putnam Fund 
Scudder Stevens & Clark __... 
Wellington Fund 
Whitehall Fund 


Wisconsin Fund, Inc.*** (c) 


















































189.7 7188.0 3.40 1.79 7120.9 
$300.9 299.6 2.35 4.31 200.3 
344.7 7343.0 3.05 3.28 7249.9 
{279.6 7276.1 2.81 3.13 7204.2 
$320.4 328.6 2.83 2.15 259.7 

292.4 289.4 2.89 2.27 243.5 

216.1 214.6 3.51 1 158.4 
$204.1 203.7 3.64 4.68 139.4 
$242.2 241.1 3.35 1.12 200.8 
$315.2 313.7 2.96 2.87 267.1 

201.0 199.7 3.38 2.78 150.5 

215.9 214.2 3.24 0.83 7157.2 
$245.2 244.1 2.93 3.07 190.0 
$236.4 235.2 3.05 2.14 188.2 
£249.1 247.9 3.05 3.05 182.1 
$311.7 310.5 3.44 4.10 236.8 
$351.4 7349.5 2.81 1.98 7238.8 





AVERAGE: BALANCED FUNDS 


STOCK FUNDS 
Affiliated Fund*** 50 
Broad Street Investing Corp. paledidsbiassteenale 60 
Bullock Fund ad 61 
Delaware Fund 









































State Street Investment Corp 


“2 $307.3 305.8 2.95 194.4 
1 %3884.9 382.6 3.33 , 302.7 
0 368.8 367.1 2.58 " 274.8 
eee 76. 
Diversified Investment Fund, Inc.***(c) ___... — 238.4 237.4 4.00 lg 189.9 
Dividend Shares 62. 
Dreyfus Fund**** — $468.6 7464.5 2.12 2 7395.6 
Eaton & Howard Stock ron 62. 
Fidelity Fund — 439.2 435.8 2.90 : 355.6 
Fundamental Investors 4h. 
Incorporated Investors 63. 
Institutional Foundation Fund (c) — {$272.9 271.8 3.77 ‘ 192.0 
Investment Co. of America 69. 
Knickerbocker Fund (c) 59. 
Loomis-Sayles Mutual Fund (c) 7h. 
Massachusetts Investors Trust 50. 
Mass. Investors Growth Stk. Fund 57. 
Mutual Investment Fund (c) 56. 
National Investors 60. 
National Securities — Income*** (c) 66. 
Selected American Shares 60.9 804.6 301.8 2.79 i 202.8 
I 62.5 $235.7 234.5 3.70 d 195.1 

“WE Aa cen en a 60.7 %327.0 325.2 2.09 ; 189.0 
Wall Street Investing Corp. (a) — $413.3 408.7 374.4 


$260.9 259.3 3.12 2.67 188.9 


1 $251.5 250.7 | 2.69 139.8 
1 296.9 4294.0 | 2.88 4226.5 
7 448.4 444.5 | 2.26 377.6 


8 $494.7 490.0 2.42 : 401.4 
9 $447.0 443.3 2.01 5 325.0 


0 $877.7 376.1 | 2.37 247.3 
8 $158.7 157.1 | 3.16 : 90.1 
2 $264.7 4263.8 | 3.02 ; $165.0 
7 $406.6 402.6 | 2.88 366.4 
4 t4764 466.4 1.61 j 380.8 
1 $287.3 235.9 | 2.70 177.3 
7 $532.9 528.7 | 2.02 398.2 
0 $158.5 4157.5 | 4.64 $122.5 








AVERAGE: STOCK FUNDS 62.5 %$362.3 359.3 270.2 


500 STOCK INDEX (Standard & Poor’s)n 59.8 %$465.7 461.1 ned 
CONSUMER PRICE INDEX (B.L.S.)n 99.7 207.9 oe om 





























Base index number of 100 is the offering price on Dec. 30, 1939. 


COL. 6, 7, and 16 arrived at as follows: To the bid prices at the respective COL. 17 represents figure obtained by dividing such dividends accruing ove: 
dates indicated are added all capital distributions to such date and the re- the annual period ending with the stated date by the average of the twelve 
sultant sum is divided by the 1939 base offering price. 


COL. 19 represents the current month-end bid (col. 16 less all capital distri 
butions) divided by the 1939 base offering price. 


INCOME PERCENTAGE includes only those dividends paid by the com 


month-end offering prices ending on the corresponding date. 


CAPITAL GAIN DISTRIBUTION column (18) represents percentage of 
distribution, if any, from capital gains or any other source, for the current 
annual period. 


- COMPANIES ORGANIZED AFTER 1939 are given an initial index number 


panies out of income earned from dividends and interest on their portfolio on the date they commence business equal to the average of all those stock 


securities (excluding all capital distributions). 


or balanced funds in existence at the time. 





— 


n—New revised series adjusted to 1939 base. t—Adjustment for capital gains tax will be made in **Became Balanced Fund in 1945. 


(c)—Regrouping awaits new detailed classifications. revised index. 
(a)—Doves not reflect new acquisition cost. +Ex-dividend current 


***Not included in balanced or stock averse. 
month. ****Name changed from Nesbett Fund. 


@Principal index begins after 1939 base date. Dreyfus now in stock grouping; New England 
tHigh reached current month. balanced. 


COPYRIGHT 1959 BY HENRY ANSBACHER LONG. 
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INVESTMENT Funps BEAT 
S.E.C. To THE Draw 


“Senator, I was inclined some years 
ago to think that size might be a dis- 
advantage in making the best possible 
investments. I do not think so now, after 
four years of further experience.” The 
speaker was the noted Harvard profes- 
sor, Oliver M. W. Sprague, erstwhile 
member of the advisory board of Massa- 
chusetts Investors Trust; the time was 
nineteen years and one month ago; and 
the occasion was the Hearings on the 
Investment Companies Act of 1940 be- 
fore the Senate Banking Subcommittee 
under the chairmanship of the senior 
Robert Wagner. The commission had 
proposed to the Congress a size limita- 
tion on the funds of $150 million, but 
thanks to what was referred to in less 
polite circles as “Oliver’s somersault” 
and other testimony of lesser weight, 
the provision was eliminated from the 
final draft of the legislation. In its stead, 
the Congress gave a mandate to the 
Securities Commission to make studies 
of the size of the funds at such times in 
the future as were deemed appropriate. 
The first such study is currently in 
process with the investment companies 
slated to file answers to the final sec- 
tion of the voluminous questionnaire 
this month. 

The industry has now come forth with 
its own general study of size, stealing 
the march on the Commission, apparent- 
ly in an attempt to counter the effects of 
what it anticipates may be none too 
friendly conclusions of the independent 
Government survey. The analysis ex- 
plores the relationship to the securities 
markets and the economy of the mu- 
tua! industry and concludes that its im- 
portance in the overall picture has been 
exa»gerated and its effect has been salu- 
tary rather than contrariwise. Herbert R. 
Anderson, president of the fund trade 
asscciation as well as Group Securities, 
observed in presenting the finished study 
that it showed “96.6% of New York 
Stock Exchange listed stocks is owned 
by other than mutual funds.” And taking 
a look at current market activity, he 
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added that “. . . the closely estimated 
volume of the net purchases by mutual 
funds of stocks listed on the New York 
Stock Exchange amounted to but 2.26% 
of the dollar volume of trading on that 
Exchange in 1958. . . . I would like to 
refer back to this point of net purchases. 
The mutual funds do sell, as well as buy, 
and I submit as a reasonable premise 
that the professional managements of 
mutual funds are a constructive force 
within the market by reason of our 
tendency, as compared with the public 
generally, to sell over-priced and buy 
undervalued issues.” 

The bulk of the report covers common 
stock purchases and sales by the mu- 
tuals for the six year period, 1953 
through 1958. The absolute figures in 
dollars are presented in tabular form 
and the data are then related to various 
series in the securities markets and in 
the national economy. Sixteen tables are 
included in the survey. 

Worthy of attention are the following, 
but this column does not necessarily 
through their inclusion subscribe to 
either their relevancy or the validity of 
inferences or conclusions drawn there- 
from: 


1. Open-end Investment company 
Purchases, Sales and Net Purchases 
of Common Stock. “In only one of the 
72 months covered — May, 1955 — 
were mutual funds net sellers of com- 
mon stock.” 

5. Redemptions of Mutual Fund 
Shares and the Annual Turnover 
Rate of Shares on the New York 






Stock Exchange. “In recent years, the 
redemption rate for mutual funds has 
been 5% or less, about one-third the 
turnover on the Exchange.” 

9. Mutual Fund Market Activity 
as Compared with New York Stock 
Exchange Turnover of Stocks. The 
inference is “sometimes given that 
purchases of securities by institutions 
— in this case mutual funds — result 
in stock being ‘permanently held’ and 
thereby ‘taken out of the market.’ The 
fact is that since 1946 the rate of 
portfolio adjustments by the mutual 
fund industry as a whole has con- 
sistently been higher than the turn- 
over rate on the New York Stock Ex- 
change. 

10. Changes in Mutual Fund Net 
Purchases of Common Stock as a 
Percent of N.Y.S.E. Volume and 
Movements of the Dow Jones Indus- 
trial Average. “In almost two out of 
three cases the movement of the Dow 
Jones and the net purchase of mutual 
funds as a per cent of total purchases 
on the New York Stock Exchange 
went in opposite directions.” 


As a commentary on the industry 
study it is pertinent to quote an ob- 
servation of the Fulbright study of 
Institutional Investors and the Stock 
Market completed over two years ago 
(T&E, Jan. 1957, p.46): “Not only was 
the more or less continuous increase in 
institutional buying since September 
1953 a factor contributing to higher 
prices, but the concentration of their 
net acquisitions on a relatively few stocks 
appeared to have a price influence out 
of proportion to what might be indicated 
by comparison between their total trad- 
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with defensive characteristics. The oils 
ing and the New York Stock Exchange 
volume. Their influence becomes more 
apparent when one examines their rela- 
tive trading in individual issues.” (our 
italics ) 


ComMPANIES MAINTAIN ENTHUSIASM 
FOR COMMON STOCKS 


A continuation of last quarter’s story 
was evidenced by the apparent en- 
thusiasm of fund management for com- 
mon stocks during the first quarter of 
1959. According to the regular three 
months’ survey of closed and open-end 
company portfolio changes published by 
this writer in Barron’s, three quarters 
of the mutuals specializing in stocks 
bought junior equities on pronounced 
balance, many increasing their buying 
at least 50% over that of the final 1958 
quarter. And although there was a 
slight preponderance of selling among 
the closed-end companies and several of 
the balanced funds preferred the tempt- 
ing yields of priors along with the com- 
parative haven offered by very short 
term governments, the overall picture 
was an optimistic one. 

The ranking primary favor of indus- 
try groups paralleled for the most part 
that of the preceding quarter with little 











AMERICAN ELECTRIC 


POWER COMPANY, Ine. 
’e 





197th Consecutive Cash Dividend 
on Common Stock 


e Aresuler quarterly dividend of Forty- 

two cents ($.42) per share on the 
Common Capital Stock of the Company, 
issued and outstanding in the hands of the 
public, has been declared payable June 
10, 1959, to the holders of record at 
the close of business May 11, 1959. 


W. J. ROSE, Secretary 
April 29, 1959. 























SOUTHERN 
NATURAL GAS 
COMPANY 


Birmingham, Alabama 


Common Stock Dividend No. 81 


A regular quarterly divi- 
dend of 50 cents per share 
has been declared on the 
Common Stock of Southern 
Natural Gas Company, pay- 
able June 12, 1959 to 
stockholders of record at the 
close of business on May 
29, 1959. 

D. McHENRY, 
Vice asda and Secretary. 
Dated: April 25, 1959. 
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concern given in the overall for issues 
and electric utilities again led the parade 
with electronic and electrical equipments, 
chemicals and steels also well out ahead. 
The auto and auto parts division as well 
as certain retailers also met approval. 
But the enthusiasm for cements and 
other building stocks, though still in the 
plus column, was somewhat dimmed. 

A division of opinion was reflected in 
transactions in the natural gas shares 
and the drugs, with activity in the latter 
considerably decreased. Indecision also 
ruled the paper and pulp division pur- 
chases off more than 50%. Sellers had 
the upper hand in the bank stocks which 
shared their unpopularity with the 
finance companies. The two major can 
companies were decidedly out of favor. 


Included among companies whose 
shares were bought by a half dozen or 
more managements were the following: 
(14) Ford Motor; (12) Philips Lamp 
Works; (10) American Natural Gas 
(partly with rights), Monsanto Chemi- 
cal; (9) International Nickel; (8) Ana- 
conda, North American Aviation, Royal 
Dutch Petroleum; (7) Allied Chemical, 
Lorillard, Martin Co., Radio Corp., 
Swift; (6) American Viscose, duPont, 
Phillips Petroleum, Republic Steel, 
Schering Corp., Southern California 
Edison, Sunray Mid-Continent Oil and 
Tennessee Gas Transmission. Six or 
more managements, on the other hand, 
sold (14) Standard Oil (New Jersey) : 
(8) Amerada; (7) Aluminium, Ltd., 
American Telephone and _ Telegraph, 
Deere, Parke Davis: (6) American Can. 
C.1.T. Financial Corp,, and Columbia 
Broadcasting System. 


U. S. Portro.tio INVESTMENTS 
IN CANADA INCREASE $600 MILLION 


Total annual U. S. portfolio invest- 
ment in Canadian securities continued to 
grow in each of the past three years, 
Hardwick Stires, chairman of The Com- 
mittee of Canadian Investment Compa- 
nies, reported this month, reaching 
$599,000,000 in 1958, as compared with 
$563,000,000 in 1957 and $499,000,000 
in 1956. “This sustained expansion dur- 
ing a three-year period characterized by 
wide fluctuations in market prices con- 
tinues to demonstrate that the U. S. 
portfolio investor maintains confidence 
in the long-term prospects of the Cana- 
dian economy,” he emphasized. 

The steady growth in U. S. portfolio 
investment in Canada is aided by the 
policy of the eight publicly held Cana- 
dian investment companies which con- 
tinuously retain their earnings from 
Canadian securities investments and re- 


invest them in Canadian securities, Mr. 
Stires pointed out. As of March 1, 1959, 
total net assets of these companies, 
which began operations in June, 1954, 
totalled $411,924,615, (in U. S. dollars), 
as compared with $393,725,525 on De- 
cember 31, 1958. 


Gross SALEs oF Mutuats Up 80% 


Gross sales of mutual funds totaling 
$690 million rose 80% during the first 
three months of 1959 over those of the 
comparable period of the preceding year. 
Redemptions, however, more than 
doubled so that the net volume of $400 
million represented a 66% increase. 
Net assets approximated $14 billion as 
contrasted with $914 billion twelve 
months earlier. Assets of the closed-end 
funds were roughly another $1.7 billion 
as contrasted with $1.3 billion at the 
close of March, 1958. 


Two Top MutTwuAL EXECUTIVES 
SELL Part OF INTERESTS 


The top executives of the longer-estab- 
lished mutual fund organizations, who 
are no longer exactly young in terms of 
the average life span, are beginning to 
do some serious estate planning of their 
own. Late last March it was announced 
that a contract had been signed for the 
sale of 120.000 shares of the Class B 
non-voting stock of Hugh W. Long and 
Co., which along with its wholly owned 
subsidiary, Investors Management Co., 
serves as national underwriter and in- 
vestment advisor of Fundamental In- 
vestors, Diversified Investment Fund and 
Diversified Growth Stock Fund. This 
represents a 24 per cent interest in the 
company. The shares belonging to Hugh 
Long and another shareholder were sold 
to the Townsend Investment Co. Attest- 
ing to its belief in the profit potential 
of the management and distribution of 
mutuals, this made the sixth such com- 
pany in which Townsend held such an 
investment. 

At the end of April, another old-line 
fund executive, S. L. Sholley, president 
of Keystone Custodian Funds, offered for 
sale publicly through Clark Dodge and 
Co. 53,000 shares of his Class A common 
stock, cutting down his personal hold- 
ings of this issue to 185,500 shares or 
55.8%. He also holds 11,925 shares 
(71.7%) of the Keystone B stock and 
4,060 shares (60.6%) of the preferred. 
Proof of the appeal to the public of the 
profit opportunities in running the mu- 
tuals is evidenced by the price behavior 
of the shares since originally offered at 
$24 a week prior to the time of this writ- 
ing. Subsequently the stock traded at 
$45 and currently at $40 to $42. 
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O MUCH PUBLIC ATTENTION HAS BEEN 

focused on uses of nuclear energy in 
the more glamorous fields of production 
of electric power, submarine and mer- 
chant ship propulsion, and possible uses 
in aircraft that one tends to overlook the 
important contribution of another aspect 
if nuclear energy — the radioisotope. 
The radioisotope, with a minimum of 
nfare, is proving to be a great boon 
0 mankind by unlocking many hither- 
i) unknown secrets of nature, improv- 
ing manufacturing quality control, de- 
ieloping entirely new strains of agricul- 
ural commodities, opening doors to 
nedical mysteries, and in many other 
ways making possible annual savings of 
nany millions of dollars. 




















Factory Management and Mainten- 
mce in an article “How You, Too, Can 
(se . . . Radioisotopes” (April 1953) 
iefined a radioisotope as: 







“ 





. . . Just about any chemical ele- 
ment that has been exposed to radia- 
tion in an atomic pile or to bombard- 
ment in an atom smasher until it has 
been made radioactive. 

“The only difference between it and 
an ordinary bit of the same material 
is the radioactivity. 

“As a source of radiation you can 
make use only of the rays given off 
to follow liquid flow .. . to locate 
leaks in pipe buried under concrete 
... to turn on a pipe... for gauging 
... for radiography .. and in many 
other ways. The second use is as a 
tracer, It acts like a radio station 
with a Geiger counter as the re- 
celver,. 

“Minute amounts of it tell you with 
great accuracy ... when your prod- 
uct is fully mixed . . . when changes 
— chemical or physical — occur... 
when your process is working proper- 
ly... and lots more. 

























‘The number and variety of radio- 
“tope uses in the United States has be- 
‘me so great in recent years that even 
‘list of them would be too long for 
lis report. For this reason, only a few 
‘plications will be mentioned to give 
“idea of this fabulous tool’s potential. 
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NUCLEAR ENERGY REPORT .. . 


Developments of Investment and Commercial Interest 


Radioisotopes in Agriculture 


Radioisotopes may never be used di- 
rectly by farmers to increase crop yield, 
but they provide soil scientists, for the 
first time, a means of measuring ac- 
curately the proportion of nutrients a 
plant derives from the soil and the pro- 
portion taken up from fertilizer. They 
provide a method of determining the 
most effective time to apply fertilizer to 
the various crops. Isotopes provide a 
new tool for studying agricultural prob- 
lems in the fields of animal nutrition, 
physiology of milk secretion, milk pro- 
duction, growth processes, egg produc- 
tion, and the growth and production of 
wool, to mention just a few. 

Of particular interest to the livestock 
industry is the elimination of screwworm 
flies by radiation. At present the screw- 
worm is estimated to cause a loss of al- 
most $55,000,000 annually to the live- 
stock industry in the south. An in- 
genious method of control was developed 
by irridiating the male fly at levels ade- 
quate to cause sterility and then releasing 
these to mate with normal females; 
monogenetic female that mates with a 
sterile male produces no young, result- 
ing in a gradual decrease in the number 
of screwworm flies. Using this method, 
the screwworm was eliminated complete- 
ly on the island of Curacao in a test pro- 
gram, and is now well on its way to ex- 
tinction in Florida. 


Successes in this battle have encour- 
aged the U. S. Department of Agricul- 
ture to consider pilot tests in Hawaii 
and other itslands in the western Pacific 
looking toward the eradication of the 
Mediterranean fruit fly. The oriental 
fruit fly, the white pine weevil, the melon 
fly and the tsetse fly are among other 
pests under study. 


Perhaps one of the largest potential 
savings in agriculture will come from de- 
velopment of desirable genetic changes 
in plants. Mutations occur spontaneously 
at various rates for different kinds of 


VINCENT R. FOWLER 


Senior Vice President, Bozell & Jacobs, Inc., in charge of Nuclear Energy Division 


Radioisotopes — Miracle Tool 





plant species. The discovery that radia- 
tion could speed up the evolutionary 
process has given the plant geneticist a 
powerful tool by which he is able to 
compress into a few years desirable plant 
changes which would overwise require a 
great many years’ work. Control of such 
qualities as yield, resistance to disease, 
drought or other adverse weather condi- 
tions, and suitability to various types of 
soil or length of growing season is of 
obvious importance. 

Dr. Willard F. Libby, of the Atomic 
Energy Commission, has estimated that 
potential savings to the agricultural in- 
dustry could total as much as $400,000,- 
000 to $600,000,000 as a result of using 
radioisotopes. 


Radioisotopes in Medicine 


Nuclear energy is making a significant 
contribution to increasing the average 
span of human life. This contribution 
comes principally in two fields: the use of 
radiations in therapy, and the use of 
radioisotopes in diagnosis and research, 
tagging molecules of interest so their 
course may be followed in the living 
organism without harm. It has been said 








Interior of Canada’s first privately owned 
and operated nuclear research reactor which 
started operations at McMaster University, 
Hamilton, Ontario, on April 8. The reactor 
was supplied by AMF Atomics (Canada) 
Ltd., subsidiary of American Machine & 
Foundry Co. for student and industrial re-. 
search projects and irradiation work. 
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R. J. Reynolds 


Tobacco Company 








Makers of 
Camel, Winston, Salem & Cavalier 
cigarettes 
Prince Albert, George Washington 
Carter Hall 
smoking tobacco 








QUARTERLY DIVIDEND 


A quarterly dividend of 50c 
per share has been declared 
on the Common Stock, par 
value $5, of the Company, 
payable June 5, 1959 to stock- 
holders of record at the close 
of business May 15, 1959. 
W. J. CONRAD, 
Secretary 
Winston-Salem, N. C. 
April 10, 1959 





Allied Chemical 


Corporation 


DIVIDEND 


Quarterly dividend No. 153 
of $.75 per share has been 
declared on the Common 
Stock, payable June 10, 
1959, to stockholders of rec- 
ord May 15, 1959. 
RICHARD F. HANSEN 


Secretary 
April 27, 1959 





Continuous Cash Dividends Have Been 
Paid Since Organization in 1920 

















Cities Service 


COMPANY 


Dividend Notice 


The Board of Directors of Cities Service Company has 
declared a quarterly dividend of sixty cents ($.60) per 
share on its Common stock, payable June 8, 1959, to stock- 
holders of record at the close of business May 15, 1959. 


ERLE G. CHRISTIAN, Secretary 











TENNESSEE GAS 
TRANSMISSION COMPANY 


HOUSTON, TEXAS 


DIVIDEND 
NO. 47 


The regular quarterly dividend of 35c per 
share has been declared on the Common 
Stock, payable June 16, 1959, to stock- 
holders of record on May 15, 1959. 





J. E. IVINS, Secretary 
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149TH DIVIDEND 


FINANCIAL 


CORPORATION 








A quarterly dividend at the 
increased rate of $0.65 per 
share in cash has been de- 
clared on the Common Stock 
of C. I. T. Frnancrat Cor- 
PORATION, payable July 1, 
1959, to stockholders of rec- 
ord at the close of business 
eo 10, 1959. The transfer 
oks will not close. Checks 
will be mailed. 
C. Joun Kuun, 
Treasurer 





May 4, 1959. 

















that extensive use of radigisotopes in 
medical research has proyed to be the 
greatest boon since the invention of the 
microscope. 


Radiation diagnosis and therapy js 
perhaps the most publicized use of iso. 
topes. The radiogold treatments being 
given to former Secretary of State Dulles 
at the Walter Reed Medical Hospital in 
Washington, D. C., in an effort to arrest 
cancer have been widely publicized. 
Medical internists are using phosphorus 
32 and other radioisotopes to treat a 
variety of blood diseases including cer- 
tain of the leukemias and (less effective- 
ly) some of the lymphomas. Radioiodine 
is being used to diagnose various thyroid 
conditions and to treat hyperthyroidism 
and appropriate cases of thyroid cancer. 


Neurosurgeons are finding radioactive 
iodinated human serum albumen and 
radioarsenic important tools in the diag- 
nosis and localization of brain tumors. 
Ophthalmologists find radiostrontium 
applicators useful in treating benign 
growths of esclera. Radiophosphorus has 
been found useful in some clinics for 
localizing and diagnosing tumors within 
the eyeball itself. Plastic surgeons use 
radiosodium to determine the adequacy 
of the blood supply in certain skin 
grafts. 

This hurried view of some of the 
therapeutic uses of radioisotopes by no 
means exhausts the list of present appli- 
cations in hospitals and clinics through- 
out the United States. While therapeutic 
uses have been much in the limelight, the 
diagnostic uses of radioisotopes already 
promise to outstrip them in importance. 
Use of radioactive tracers in funda- 
mental research into the nature and 
causation of disease far exceeds in 
variety and perhaps in eventual im- 
portance diagnostic and therapeutic ap- 
plications. It has been estimated by 
reputable medical authorities that be- 
tween 800,000 and 1,000,000 persons 
per year are now being diagnosed and 
or treated with radioisotopes. 


As part of the Atomic Energy Com- 
mission’s contribution to more _ inten- 
sive research in the application of radio- 
isotopes to medicine, the Brookhaven 
Medical Center at Brookhaven National 
Laboratory was recently opened. [t in- 
cludes a tank-type reactor, a 48-bed hos- 
pital, laboratories for studies in bio- 
chemistry, medical physics, microbi- 
ology, pathology, and physiology. 

Perhaps Dr. Willard Libby best evalu- 
ated the economic potential of isotopes 
when he said, “It is difficult to place 4 
dollar value on extension of the liie spa" 
or surcease from suffering. There is 2” 
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economic gain from the healing power of 
the isotopes, but accomplishments such 
as these are valued in the coin of human 
dignity and happiness.” 


Radioisotopes in Industry 


At the end of November 1958, almost 
1500 industrial concerns in the United 
States were utilizing radioisotopes in 
their manufacturing, processing or re- 
earch activities. Leading producers of 
radioisotopes include the following com- 


| panies: Aerojet General Nucleonics, Con- 


irols for Radiation, Inc., Curtiss-Wright 
Corp., General Dynamics Corp., Tracer- 
lab. Inc., and U. S. Radium. 

As in agriculture and medicine, the 
variety of applications found for utiliz- 
ing this fabulous new tool in industry is 
too extensive to permit even a listing 
here. However, two basic uses — radio- 
sraphy and radioactive thickness gaug- 
ing — are the most common uses at the 
present time and account for approxi- 
mately 50% of the total industrial users. 

The use of isotopes in radiographic 
esting is an extension of an established 
technique which has employed and still 
employs radium and x-ray machines. 
The principal advantages offered by 
radioisotopes as compared to radium 
and x-rays include cheaper costs, greater 
availability, and increased versatility. A 
preliminary report of radioisotope ap- 
plications being prepared for the Atomic 
Energy Commission by the National In- 


dustrial Conference Board cites one case 


ofa manufacturer of pressure vessels, 
boilers, etc., being able to do radi- 
ography work with isotopes at an an- 
nual savings of $100,000 over what the 
work would cost with x-ray machines 
and radium. 


To date, the largest number of com- 
mercial and industrial applications of 
radioisotopes have occurred in the area 
of effect on material of radiation fields. 
That is to say, One may determine cer- 
tin physical characteristics such as den- 
‘ity of liquids, weights of solids, thick- 
less of sheets, etc., when these materials 
ate placed in radiation fields. This is 
done by placing a material in a radia- 
tion field and observing the effects by 
the use of a radiation detector. Isotope 
leasurement gauges provide an elec- 
onic signal which is proportional to the 
varying thicknesses or weight of the ma- 
trial being produced and is used to con- 
ttol the process. 


Georve B. Foster, vice president and 
technica} director, Industrial Nucleonics 
Corp. testified before the Joint Congres- 


‘onal Committee on Atomic Energy on 
February 25, 1959, that “In basic indus- 
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tries (steel, paper, rubber, etc.,) installa- 
tions of nucleonic measurement-control 
systems may cost from $15,000 to $250,- 
000... . With approximately 4,000 such 
systems now in operation throughout a 
broad spectrum of American industry, 
savings are estimated in the neighbor- 
hood of $300,000,000 annually in raw 
materials alone.” 

Realizing the large number of addi- 
tional uses of radioisotopes in industry, 
one can readily see the economic im- 
portance of these tools to American in- 
dustry. It has been estimated that the 
tangible contributions of radioisotopes 
to the national economy in industrial 
uses is as follows: in 1953, $100,000.- 
000: in 1957, $500,000,000. Studies 
presently underway including the Na- 
tional Industrial Conference Board’s, 
indicate that savings may soon total 
$1,000,000,000 annually; industry has 
still only scratched the isotope surface. 

To introduce industry to radioisotope 
applications, AEC held a symposium on 
industrial uses this month in Atlanta. 
Speakers representing industry as well 
as the Commission reported on radio- 
isotope uses in the pulp and paper, tex- 
tile. aircraft, ceramic, food processing 
petroleum, metal working and chemical 
industries. 


AEC’s Isotope Activities in 1958 


Demand for isotopes by industry, and 
medical and agricultural work, con- 
tinued high during 1958. The quantity 
shipped from the Atomic Energy Com- 
mission increased 37% over 1957 con- 
stituting 37% of the total quantity dis- 
tributed by the Commission since 1946. 
At the end of November 1958, AEC 
licensed users of radioisotopes totaled 
4,424, representing 1,954 medical, 1,463 
industrial, and 1,007 in all other fields. 


The total amount of radioisotopes 
shipped during the last year from Oak 
Ridge National Laboratory, the Commis- 
sion’s principal supplier, was about 228,- 
000 curies as compared with 166,000 
curies during the preceding year. Gross 
income from these sales did not change 
significantly from the approximately 
$2.6 million in 1957 because increased 
volume made possible a number of price 
reductions. 

Many domestic shipments go to com- 
mercial firms that reprocess the material 
to supply tracers and sealed radiographic 
and nuclear sources for industry, as well 
as labeled pharmaceuticals used in radio- 
diagnosis and therapy and _ intensive 
sources used for radiotherapy by medi- 
cal institutions. 
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At present the Atomic Energy Com- 
mission is the only domestic supplier of 
wholesale radioisotopes and production 
is generally adequate for current needs. 

Preliminary results of a joint survey 
by the Bureau of the Census and the 
Atomic Energy Commission of industrial 
activities in selected areas of the nuclear 
energy program show that 1957 factory 
shipments of certain key products in pri- 
vately-owned plants amounted to about 


$100 million, as follows: 


(millions ) 
Radiation detection and motor- 


ine eevee. BUG 
Reactor vessels and tanks _____. 10 
Accessory instrumentation for 
remetor contro... 9.5 
Complete fuel elements —_. 8.6 
Heat exchangers (uniquely de- 
signed for nuclear use) __ 8.3 
Valves (uniquely designed for 
Meee O08) 7.8 
Pumps (uniquely designed for 
OSS eS eee ee 6.1 
Control and measuring devices 
containing isotopes 6.0 
Reactors (those completely as- 
sembled at place of manufac- 
a eee 5.7 
Other specialized reactor com- 
ponents —___.._.... 4.5 





This survey, though the most extensive 
thus far made on private industry nu- 
clear participation, does not cover the 
entire field. Excluded are construction 
expenditures, engineering and design 
costs, research and development expendi- 
ture (except for products listed above), 
as well as products and materials used in 
nuclear work which are not specifically 
designed for such use. For some reactors, 
the items not included in the survey have 
contributed from 70 to 80 per cent of 
the total reactor cost. 


Europeans Invited to Build Plants 


AEC and Euratom (European Atomic 
Energy Community) announced April 13 
that private and government enterprises 
in the six countries comprising Euratom 
have been invited to submit proposals 
to build and operate nuclear power 
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plants under the joint U. S.-Euratom 
power program. The objective of the 
program is to install within the Com- 
munity in the next four to six years ap- 
proximately one million kilowatts of 
electrical generating capacity in an effort 
to achieve economic production of nu- 
clear power for the growing needs of 
Western Europe. 

Assistance under the program will in- 
clude financial guarantees for a 10-year 
operating period regarding fuel element 
fabrication cost and integrity, long-term 
assurance of fuel supply at U. S. 
domestic prices, a 10-year defined plu- 
tonium market, long-term capital loans, 
and long-term assurance of chemical re- 
processing services at U. S. Domestic 
prices. 


Direct Conversion of Energy 
The Los Alamos Scientific Laboratory 
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announced in April that it has achieved 
“The first direct conversion of nuclear 
reactor energy into electric power.” This 
was accomplished by placing a specially 
developed “plasma thermocouple” in the 
core of a nuclear reactor. 

In the experiment, a 34 inch rod of 


enriched uranium was suspended in / 


ionized cesium gas (plasma) inside a 
container the size of a frozen fruit juice 
can. When the container was lowered in | 
the reactor, fission in the rod produced 
intensive heat in contrast to the plasma, 


which was suddenly cooled by special " 


equipment. This heating-cooling of adja- 


cent metals (uranium and cesium) pro- FJ 


duced an electric current sufficiently 


strong to operate a light bulb for 12 ; 


hours before it was shut down for in- 
spection. 


Significant as this experiment was to F 
prove the principle of direct conversion, 
manufacturers of conventional turbine Fj 
generating equipment will not have to 


worry about competition from direct | 
conversion for many years io come. 


A A A 
@ In his new book, LANDMARKS OF TO- 
MORROW, Peter F. Drucker, noted econo- 
mist and consultant, states that ‘edu- 





a 
3 





cated people are the ‘capital’ of a devel- | 


oped society.” 

A good example is the “First National 
Youth Conference on The Atom” held 
recently under auspices of the Electric § 
Companies Public Information Program | 
in cooperation with some eighty of the | 
nation’s leading utilities and educational J 
associations. | 
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The Dollar Measure of Productivity 

















ross NATIONAL Propuct (GNP), 
(5 the aggregative measure of national 
productivity, is estimated each month by 
the Department of Commerce for the 
next succeeding 12-months. With minor 
qualifications it is the sum of the values 
added, in current dollars, by all pro- 
ductive enterprises of the nation. 
Value added can be computed for 
any 12-month period of an individual 
firm by deducting its “value of products 


CORPORATE FINANCE .. . 
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Several of these companies now report 
the “value of products and _ services 
bought” so that values added by each 
may be verified by deducting these 
amounts from respective sales. 


Table 2 shows the composition of 
value added in 1958 for each of these 
companies on a percentage basis. 


The interpretation of value added as- 
sumes that an objective of these com- 
panies is profitable production. Net in- 


come may be increased either by increas- 


O. ROGERS FLYNN, Jr. 


Graduate School of Business, Columbia University 


PROPERTY, PLANT AND EQUIPMENT 
EVALUATION FOR COMMON STOCK INVESTMENT 





Factors of Production 


Elementary economics recognizes as 
“factors of production” land, labor, capi- 
tal and management. Land and capital 
are grouped under the accounting desig- 
nations: property, plant and equipment; 
capital is also represented in gross work- 
ing capital (which includes the value of 
materials fabricated). 


Management combines capital with 
labor to produce profits. Over-simpli- 


fied economics of the business man 



























eved and services bought” from its “value of ing the amount of value added, i.e. over- might hold that his objectives in increas- 
lear [§ products and services sold.” This differ-  ,] productivity; and by increasing the ing the factors of production is to in- 
This = is a dollar measure of the produc- percentage of net income to value added. crease both the total value of sales and 
ially tivity of that firm. Synthetically, the 1.e. decreasing the amounts paid out for that part of the value of sales that is the 
.the [ amount of value added may be built up the other components of added value, residual defined as net income. 
g for any firm by summing the amounts principally employment costs; or by a The value of sales, however, is raised 
d of i of: employment costs; depreciation, de- combination of both. From 1949 to by merely passing on increases in the 
| in pletion, and property amortization: in- 1958, U. S. Steel (among the six of the amounts paid for units of goods and 
le a @ lerest and other costs of long term debt; “big eight” companies for which value services bought from others: but such 
uice fj axes, including Federal taxes on in- added could be computed in both years) increases in total sales value, per se, do 
din fj come; net income. was the only major steel producer that not necessarily benefit net income. In- 
uced Table 1 shows the value added in increased both the dollar amount of creases in sales may be needed to re- 
sma, |) 1958 by the “big eight” steel producers value added and the percentage of value cover only the increased amounts paid 
ecial |) as synthesized from their annual reports. added represented by net income. out to others for products and services. 
dja- 
ai 
ne . “TABLE 1: COMPONENTS OF VALUE ADDED IN MILLIONS 
LG tae” 1. mae 
- in- Value Employment and : of Long Taxes on Federal Taxes Net 
Added Costs Amortization Term Debt Income on Income Income 
en U. S. Steel $2,386.6 $1,488.5 $204.9 $11.5 $95.1 $285.0 $301.6 
; H Bethlehem Steel 1,278.8 857.7 108.7 6.5 37.2 131.0 137.7 
we Republic Steel 0. 532.9 350.9 33.1 2.6 23.9 60.5 61.9 
yine- f= Armco Steel ____ 430.3 268.6 34.5 3.7 10.1 55.9 57.5 
e to Inland Steel _.. , aaa tists 329.6 201.0 26.0 6.1 6.2 42.4 47.9 
‘rect fy Jones & Laughlin Steel 365.4 259.8 48.0 4.7 11.6 18.1 23.2 
National Steel ” 310.9 182.2 39.4 3.9 14.6 35.0 35.8 
Youngstown Sheet and Tube 248.1 166.3 29.7 3.7 6.7 20.2 215 
To- : TABLE 2: COMPONENTS OF VALUE ADDED IN PERCENTAGES 
oes i U.S. Steel pthc gliee tesco. an 62.4% 8.6% 0.5% 4.0% 11.9% 12.6% 
ode" ff Bethichem Steel 100.00 67.1 8.5 05 2.9 10.2 10.8 
wie tae... 100.00 65.8 6.2 0.4 4.5 11.5 11.6 
Arnico 5, EAE RP 100.00 62.4 8.0 0.8 2.3 13.1 13.4 
ll ae ae 100.00 61.0 78 1.9 1.9 12.9 14.5 
held Jones & Laughlin Steel 100.00 71.1 13.1 1.3 3.2 5.0 6.3 
ctric [National Steel 0 100.00 58.6 12.6 1.3 4.7 11.3 115 
ram jg Youngstown Sheet and Tube 100.00 67.0 12.0 15 27 8.1 87 
bee: § Arithmetic Means of Ratios 100.00% 64.4% 9.6% 1.0% 3.3% 10.5% 11.2% 
nay 






tables are for year ended December 31, 1958 unless otherwise indicated. 
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TABLE 3: GROSS PROPERTY RELATIONSHIP IN MILLIONS (except ratios) 
































(2) (3) (4 (5S) (6) (7) (8) 
Products Value 
and Gross Net Net Property Sales Added per Net Income Net Income 
Services Property Property per Dollar per Dollar Dollar of per Dollar _ per Dollar 
Sold (end of (end of of Gross of Gross Value Gross Net of Gross of Value 
(Sales ) year ) year) Property Property Added Property Income Property Added 
U. S. Steel $3,472.2 $ 5,600.2 $2,345.1 $.419 $.620 $2,386.6 $.426 $301.6 $.054 $.126 
Bethlehem Steel 2,005.9 2,204.6 921.0 418 .910 1,278.8 .080 137.7 .062 108 
Republic Steel _ 910.4 1,096.4 517.3 472 830 932.9 486 61.9 056 116 
Armco Steel 867.4 723.1 377.4 Dae 1.200 430.3 095 sy Gs .080 154 
Inland Steel 656.0 729.2 444.2 .609 .900 329.6 452 47.9 .066 .066 
Jones & Laughlin Steel —..___. 654.1 982.9 518.4 wel 665 365.4 ole 23.2 023 063 
National Steel 540.0 872.8 419.3 480 619 310.9 396 33.8 .041 15 
Youngstown Sheet and Tube _.... 499.6 727.8 282.3 388 .686 248.1 341 21:5 .030 087 
Totals —_ $9,605.6 $12,930.7 $5,825.0 $5,882.6 $687.1 
Ratios Based on Totals $.450 $.742 $.455 $.053 $.117 
Arithmetic Means of Ratios —_ $.479 $.804 $.451 $.052 $.102 





The pool of values from which profits 
of a business are drawn is the total 
amount of value added. Thus, a business 
man should seek to maximize value 
added in preference to maximizing value 
of output. Whenever increases in the 
factors of production do not result in 
increases in value added, a business man 
should investigate to determine whether 
he has made an uneconomic allocation 
of resources. 


Facilitating Assets 


The apt term “facilitating assets” has 
been coined to classify the firm resources 
that aid the productive process of adding 
value to materials and services pur- 
chased from others. Property, plant and 
equipment, described more generally in 
the past as “fixed assets,” are the main 
categories of facilitating assets although 
some assets classified under gross work- 
ing capital, such as supplies, are also 
facilitating assets. 

Early in the public financing of manu- 
facturing enterprises, the basis for long 
term credit was the value of fixed assets 
which could be pledged as security. This 
preference for the security of fixed prop- 
erty was carried over from the earlier 
financing patterns of the railroads. 
Liquidation of most unprofitable in- 


dustrial properties proved disappointing 
for creditors because the public interest 
did not require reorganization and con- 
tinuous operation as in the case of rail- 
roads and public utilities which had de- 
faulted on their obligations. 

With the exception of some integrated 
companies in heavy industry, the value 
of facilitating assets has become a 
secondary criterion for granting long 
term credits, The utility of the facilitat- 
ing assets to aid production of value 
added and net income is a more im- 
portant consideration than any estimate 
of possible realization on these assets in 
liquidation. 

In an industrial company it is mean- 
ingful to relate in any accounting period 
the outlay (original cost) of facilitating 
assets to the amount of value added and 
to the amount of net income which is the 
residual of value added after the other 
components are deducted. The ratios of 
added value to gross value of property, 
plant and equipment may be measures 
of managerial performance and, com- 
pared over time, business progress. 

The ratio of added value to net value 
of property, plant and equipment would 
be a measure of managerial skill in com- 
bination with financial judgment. 

As the desired end product of produc- 


tivity by business is net income we may 
also attempt to gauge the contribution of 
gross property and net property by re- 
lating their values on the books to net 
income. 


Differences in Property Valuation 


As shown by the books, total gross 
dollar value ascribed to property, plant 
and equipment represent a complex that 
is the sum of individual acquisitions 
over time that were paid for in dollars of 
almost steadily decreasing purchasing 
power. Because individual companies 


have a varying time-mix with respect to Ff 


gross property, the use of gross property 


as a basis for the measure of productiv- 7 
ity and computation of other financial [ 
relationships will produce varying de- | 


grees of non-comparability. 


Variations in the productivity of gross 


property and net property among com- © 


panies may stem from differences in 


book valuation as well as managerial fac- | 


tors. 

Variations in productivity of net prop- 
erty result not only from differences in 
original cost of gross property but also 
from varying depreciation rates, particu- 
larly as more recently acquired property 
(acquired since 1954) may be depre- 
ciated for tax purposes more rapidly. 





TABLE 4: NET PROPERTY RELATIONSHIPS IN MILLIONS (except ratios) 








Products Gross Value 

and Property Sales Added per Net Income Net Income 

Services per Dollar per Dollar Dollar of per Dollar per Dollar 

Sold Gross Net of Net of Net Value Net Net of Net of Value 
(Sales ) Property Property Property Property Added Property Income Property A dded 
eS Ee ee $3,472.2 $ 5,600.2 $2,345.1 $2.39 $1.48 $2,386.6 $1.02 $301.6 $.129 $.126 
Bethlehem Steel 2,005.9 2,204.6 921.0 2.39 2.18 1,278.8 Lae 137.7 150 108 
SS ae 910.4 1,096.4 517.3 2.12 1.76 532.9 1.03 61.9 .120 116 
| ESA 867.4 723.1 377.4 1.92 2.30 430.3 1.14 57.5 152 134 
ae 656.0 729.2 444.2 1.64 1.48 329.6 74 47.9 108 66 
Jones & Laughlin Steel 654.1 982.9 518.4 1.90 1.26 365.4 .70 23.2 045 063 
ee 540.0 872.8 419.3 2.08 1.29 310.9 74 35.8 085 -Llo 
Youngstown Sheet and Tube 499.6 727.8 282.3 2.58 Lai 248.1 88 215 .076 087 
2 |. eeniett Te cen dlsachee Spa Ce aOR $9,605.6 $12,930.7 $5,825.0 $5,882.6 $687.1 \ 
Ratios Based on Totals $2.22 $1.65 $1.01 118 A 
Arithmetic Means of Ratios _... $2.13 1.69 96 108 102 
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Gross Property Relationships 


Table 3 shows for the eight steel com- 
panies Some gross property relationships 
in 1958. 

The ratio of net property to gross 
property which is expressed as “net prop- 
ety per dollar of gross property” is a 
measure of the extent to which the 
original property cost has been recovered 
through accumulated depreciation and 
amortization. A high percentage of net 
property to gross property is an indica- 
tion of future “cash flow” from depre- 
ciation accruals, that is, a built-in source 
of future funds from operations. 

The “big eight” steel producers dis- 
play differences in this aspect of their 
future financial outlook: Inland Steel 
has only 39.1% of the cost values of its 
property offset by accumulated depre- 
ciation as compared with 61.2% for 
Youngstown Sheet and Tube. 


The product-mix of the companies 


| varies over a wide range so that the 
| ratio “sales per dollar of gross prop- 
» erty” will have its analytical significance 
| tempered by this important variable. The 
| company with the highest ratio of sales 
| to gross property obviously is utilizing 


its physical facilities to the greatest ex- 
tent in production of gross revenue. As 
has been pointed out, gross revenue or 
sales involves complications when used 
for analysis of profit potential, because 
changes in sales may reflect changes in 
the costs of products and services bought 
without changes in the corresponding 
aggregate, value added, from which net 
income is drawn. 

Coupled with estimates of the extent 
to which facilities are employed, that is 
“percentage of capacity operated,” the 
sales to gross property ratio provides a 
limited basis for estimating future pro- 
duction and profit potential. A high ratio 
may indicate a larger percentage of high 
priced specialties in the product line or 
the need for plant additions. A low ratio, 
on the other hand, may indicate a larger 
percentage of lower priced steel staples 
in the product line, or a potential to in- 
crease sales and profits by fuller utiliza- 
tion of existing plant. 

To attempt to rank individual com- 
panies solely on the basis of the sales to 
gress property ratio is misleading unless 
the characteristics of the product line 
of ea h company are carefully weighed. 

"he amount of gross property invest- 
me:it required by the steel industry for 
each dollar of sales can be computed 
teadily by taking the reciprocals of the 
tatios, sales per dollar of gross property 
In iable 3. 


‘1 1958 Armco required 83 cents of 
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gross property for each dollar of sales 
as compared with $1.62 for National 
Steel. The other six companies ranged 
between these extremes. 

Most analysts believe that property- 
sales ratios are more useful when the 
gross value (cost value) of the prop- 
erty is used, particularly since liberaliza- 
tion of depreciation set-asides. 

Value added per dollar of gross prop- 
erty would appear to provide a valid 
basis for inter-company comparisons. It 
relates a dollar measure of productivity 
to the original investment in productive 
facilities. The companies with highest 
ratios are more favorably situated be- 
fore employment costs. 

The ultimate measure of property 
utilization is the ratio of net income to 
gross property. Armco had a ratio of 8% 
compared with 2.3% for Jones & 
Laughlin. 

There would appear to be less likeli- 
hood that Armco can further improve 
this ratio while Jones & Laughlin either 
has a large amount of unused capacity 
already installed or its product-mix has 
not yet justified fully the investment in 
physical facilities. The dollar figures 
alone are inadequate to disclose the true 
situation. 

In general, a steel company that has 
made large investments in additional 
physical facilities may have greater po- 
tential to develop higher earnings per 
share than another company that has 
already attained a higher rate of utiliza- 
tion in dollar terms. 

Security analysts must weigh estab- 
lished dollar productivity of plant in- 
vestment against estimates of plant 
utilization in the future. 

Again, with net income taken as a 
percentage of added value the high ratio 
of U. S. Steel may be interpreted as 
leaving less room for improvement than 
for Jones & Loughlin which in 1958 re- 
ported the lowest ratio. It is necessary in 
evaluation of growth possibilities to 
move beyond dollar figures and estimate 
futures in terms of products and markets. 


Net Property Relationships 


For analysts who elect to compare 
effective utilization of plant and equip- 
ment by these steel companies on the 
basis of net property, Table 4 presents 
the same ratios discussed in relation to 
gross property. 

It is generally recognized that both 
gross property and net property have 
analytical limitations and that more 
realistic inter-company comparisons 
could be made on the basis of present 
sound values, i.e. replacement values ad- 
justed to reflect the physical condition 


"Don't sell more 
than 100 shares — 
to any one buyer...” 


That’s the directive we frequently 
receive from corporate customers who 
ask us to help them distribute large 
blocks of stock. 


In these cases, of course, “distribute” 
means a good deal more than just sell- 
ing the stock. It means spreading it 
around as widely as possible — to as 
many people as you can reach, in as 
many parts of the country as possible. 


Lots of times, this can complicate 
the job for a broker, because lots of 
times it’s much easier to find people 
anxious to buy blocks of 1,000, 5,000 
—even 10,000 shares. 


In our case, however, it rarely pre- 
sents too much of a problem: 


Because we have an international 
network of 126 offices instantly 
linked by more than 100,000 miles 
of private wire. ... 


Because our account executives 
are in day-to-day contact with 
literally hundreds of thousands 
of prospective buyers... . 


Because we’ve always believed that 
the more people who own a com- 
pany, the better. The better for 
them, the company, our entire 
economy. 


If you have a large block of stock to 
sell—and it makes a difference to you 
how many people buy it—you might 
want to contact our vice-president, 
Mr. W. H. Culbertson. A confidential 
letter or phone call can reach him, at— 


Merrill Lynch, 
Pierce, Fenner & Smith 


INCORPORATED 


Members New York Stock Exchange 
and all other Principal Exchanges 


70 Pine Street, New York 5, N. Y. 
Offices in 112 Cities 
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TABLE 5: TEN-YEAR COMPARISON OF VALUE ADDED RELATIONSHIPS 


Value Added as a Percentage of: 





Sales Gross Property 


Net Property 





10-Year 


1949 Increments 1958 1949 


10-Year 10-Year 


Increments 1958 1949 Increments 





U. S. Steel 
Bethlehem Steel —.--- es 5 ei or ox 
Republic Steel 
Armco Steel 
Inland Steel oe 
Jones & Laughlin Steel 

National Steel 
Youngstown Sheet & Tube 




















83% 43% 48% 
79 62 
79 64 
54* 96* 
58 57 
60 52 

i ; 

; ; 


*Not available: Employment costs and/or total taxes not available for computa’'on of value added. 


BI we as 


36% 102% 109% 937. 
54 139 141 137 
35 103 
34* 114 
39 74 
27 70 

7 74 

7 88 


“atioral Supply Co. acquired in 1958 by pooling of resources: Years ended December 31, 1958 and December 31, 1950. Increases are for 9 year 


period. All figures were adjusted retroactively by company to give effect to ac juisition of National Supply Co. 





of the facilities. Unfortunately, such 
values are not available and if they were 
the question of comparability of ap- 
praisals would present problems. 

Gross property has the virtue of in- 
volving one less important variable, 
namely accumulated depreciation, than 
net property. However, gross property 
ignores the loss of utility by the ravages 
of use and rests solely on the fact that 
the property is still in use. In short, gross 
property makes no allowance for any loss 
of productive capacity of plant, build- 
ings, and equipment if still in use. Net 
property, on the other hand, is not an 
accurate measure of the dollar value of 
productive utility but rather a residual 
that results from an accounting pro- 
cedure that produces a book value only 
remotely related to productivity value. 


Productivity of Property Over 
Time 


Table 5 compares the relationships of 
value added to gross and net property in 
1958 and in 1949. The value added data 
are not readily available for 1949 in 
published reports for National and 
Youngstown and cannot be synthesized 
as total employment costs are not shown 
for the earlier year in the manuals or in 
the 10-year summaries in their latest 
annual reports. 


The productivity of both gross and net 
property as measured by the ratios of 
value added to property has declined in 
the 10-year span for all of the other six 
companies. The Armco figures have 
limited comparability because of ad- 
justment, to give effect to acquisition of 
National Supply in 1958. 

The increments in value added over 
the 10-year span are a lesser percentage 
of the increments in gross and net prop- 
erty over the same span than the ratios 
that prevailed in 1949. 

The productivity of plant investment 
declined in the 10-year period for six of 
the eight companies where value. added 
data were available. The arbitrary selec- 
tion of the 10-year period is not sufficient 
to declare a trend, but the decline in 
dollar productivity for the period used 
is of significant proportions. 

There is a strong possibility that 
growth of the major steel companies may 
continue to be dampened by a decreas- 
ing rate of return on investment in physi- 
cal facilities. 

Table 6 shows the relationship of net 
income to gross and net property and to 
value added. A decline is shown for all 
eight companies in the ratios of net in- 
come to gross property from 1949 to 
1958 and for all except U. S. Steel it is 
of substantial proportions. 


The ratio of net income to net prop- 
erty rose over the 10 year period for 
U. S. Steel but decreased substantially 
for all the others. Declines in this ratio, 
it must be remembered, involve a multi- 
plicity of factors including depreciation 
rates, property additions, and _ retire- 
ments. 

The wide swings appear to be further 
evidence of the better comparability over 
time of measuring the productivity of 
property on the basis of gross rather 
than net property. 


Employment Costs 


Table 7 shows the relationship of em- 
ployment costs in 1958 to gross and net 
property and to value added. 

In vestment in gross property per 
dollar of employment costs range from 
a low of $2.57 for Bethlehem to a high 
of $4.79 for National. The combined 
sheet and strip operations of National 
have required large plant investment in 
relation to the value of the labor input. 
This ratio is a rough measure of the 
relative vulnerability of individual com- 
panies to increases in wage rates. 

The contribution of labor to value 
added is related by the ratio, value 
added per dollar of employment costs. 
This is a dollar measure of labor produc- 
tivity. National Inland, U. S. and Armco 





TABLE 6: TEN-YEAR COMPARISON 


OF NET INCOME RELATIONSHIPS 


Net Income as a Percentage of 





Value Added 


Gross Property 


Net Property 





10-Year 


1949 Increments 1958 1949 


10-Y ear 
Increments 


10-Year 


Increments 1958 1949 





oo OS ENS, Se re 
AED 
Republic Steel 

Armco Steel 
ee 
Jones & Laughlin Steel 

National Steel 

Youngstown Sheet and Tube 

Artihmetic Means of Ratios 


11.7% 14.0% 5.4% 
14.2 6.6 6.2 8.8 
14.0 78 5.6 9.0 
19.5* 2.1* 8.0* 18.8* 
16.8 12.6 6.6 95 
10.8 6 2.3 5.6 
+ +e 4.1 10.9 
+ a 3.0 10.7 
14.5% 5.2% 5.2% 


5.7% 


9.9% 


5.1% 12.9% 13.0% 
3.4 15.0 
2.7 12.0 

- 15.2* 

4.9 10.8 

2 4.5 
% % 8.5 
oe 76 
2.8% 10.8% 


12.8% 
20.0 
19.0 
32.1* 
20.4 
11.0 
24.4 * 
33.4 #* 
21.9% 1.3% 


*Inc’udes National Supply Co. acquired in 1958 by pooling of resources. Years ended December 31, 1958 and December 31, 1950. Increases are for ‘%-year 
period: All figures were adjusted retroactively by company to give effect to acquisition of National Supply Co. 


**Net income decreased $10.3 million; {Not available; ***Decrease. 
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TABLE 7: GROSS AND NET PROPERTY, EMPLOYMENT COSTS, VALUE ADDED IN MILLIONS (except ratios) 








Gross Net Value 
Property per Property per Added per 
tg Dollar of Dollar of Dollar of 
Gross Employment Employment Net Employment Value Employment 
- Property Costs Costs Property Costs Added Costs 
9 U. S. Steel $5,602.2 $1,488.5 $3.76 $2,345.1 $1.58 $2,386.6 $1.60 
Sig 2 ie a ea ea ae 2,204.6 857.7 2.57 921.0 1.07 1,278.8 1.49 
a pede eee 1,096.4 350.9 3.12 517.3 1,47 532.9 1.52 
SES. a ee ee 723.1 268.6 2.69 377.4 1.41 430.3 1.60 
OE I 2 ESE Eee ee es eon 729.2 201.0 3.63 444.2 2.21 329.6 1.64 
Jones & Laughlin Steel 982.9 259.8 3.78 518.4 2.00 365.4 1.40 
SSS hc. |S NR ER en Vi 872.8 182.2 4.79 419.3 2.30 310.9 1.70 
Youngstown Sheet and Tube —_...... 7278 166.3 4.38 282.3 1.70 248.1 1.49 
Arithmetic Means of Ratios —.... $3.59 $1.72 $1.55 
Standard Deviation of Ratios —... $ .724 $ .396 
sar Coefficient of Variation 20.2% 23.0% 





show productivity of labor above the 


less favorable business climate of 1958, 


pected for three to six months. As an in- 








»p- industry average in 1958. coupled with successful introduction of vestment company, acquisitions by ex- 
or The ratio of gross property to em- several new products, should bring better change of stock can be expected. 
lly ployment costs shows less variation results in 1959. American Foreign Power common 
io, among the eight companies than does New York Society, April 7. stock currently represents 36% of total 
ti- the ratio of net property to employment assets and 42% of 1958 income. Tax 
on costs. when the relative variation of ELECTRIC BOND & SHARE CO. free dividends can be maintained at the 
re- these ratios is measured by coefficients of Grorce C. WALKER, president present rate for abut 20 years. 
variation. This is further slight evidence St tae: aidasiaiesta amebiiniliie ba dh New York Society, April 9. 
ler Se fay : a cater ys 
ot Ege poland a capa SEC is approved, it will become a regu- INLAND STEEL CO. 
of ductivity of facilitating assets in terms lated investment company exempt from JosepH L, BLack, chairman; RUSSELL 
her eta eilian seed wat inneeee. the Public Utility Holding Company L. Peters, chairman, finance com- 
The significance of property in secur- Act. The SEC Division of Corporate mittee; Francis M. RIicH, vice-presi- 
ity analysis requires interpretation be- Regulation has stated it will recommend dent—steel manufacturing; Cari B. 
yond reported company figures, Gross approval but final decision is not ex- JAcoss, vice-president, new materials 
-m- property investment has a broad direct 
net relationship to productive capacity and 
earning power but given individual com- ge e 
per panies operating at more or less uni- Exciting Things Are 
nes form rates of capacity. improvement in 7 
igh dollar productivity of physical plant ap- C 
ned pears to be governed by other factors Happening In anada 
mal than the magnitude of dollar invest- 
a ment. The dollar productivity of plant Since 1945 U.S. business and individuals have in- 
put. investment of steel companies now varies heir j “ oats 
the B videly and ates to Sk data, creased their investment in Canada by over $8 billion 
one ' to a total of $13 billion. Over $4 billion of this in- 
Abstracts from recent talks by crease represents holdings of Canadian bonds and 
alue officials of companies whose securities and the balance is in direct investments of 
alue securities are of interest to plant and equipment. 
osts. institutional investors. : ; : 
duc- To service this growing interest in Canadian invest- 
mco AMERICAN MACHINE & ment, our New York Company offers our long es- 
p METALS, INC. tablished connections in Canada to U.S. institutions 
Cartes W. ANDERSON, president and dealers. 
1959 ili 
— § of $3 is ema ee a Write or telephone today for a Review of the Can- 
— tecord year 1957 with $44 million and adian Banking Industry. 
ments $2.8 million reported. 
0% Following the stock split of March W : 
A 25th the eis ieee their inten- ° c Pitfield & Co., Inc. 
J tion of raising the quarterly dividends to 
a cx nts a share in the June quarter. 30 BROAD ST. NEW YORK 4, N.Y. 
r ‘ York Society, April 28. HA 2-9251 Teletype: NY 1-1979 
PC WARRED CORP. An affiliate of W. C, PITFIELD & COMPANY LIMITED 
3% Rovert S. INGERSOLL, president a ; ‘ 
pom peel Tallman neal” tne if 15 offices across Canada and a direct private 
Ripe ee eee | wire system covering all Canadian Markets 
ee 
res | May 1959 483 





First among the “big eight” inte- 
grated steel companies in respect to 
both 1958 rate of ingot production 
and percentage of return on net worth, 
Inland expects full benefit this year from 
its $290 million capital improvements 


earnings rose about 50%. 1959 sales 
are running ahead about 18% in the 
first two months; an increase of 8% is 
forecast for the full year. 

First quarter earnings are expected to 
reach $3 million compared with $1.1 


PEABODY COAL CO. 


F. STILLMAN ELDRED, chairman 
R. J. SNIDER, vice-president—finance 


For the first six months of 1959, sa‘: 
and earnings are expected to run aheid 





ines a eX] 
since 1955. This program provides for million in 1958. 4 the wr ween = ge = i pai 
“considerable further expansion at much Los Angeles Society, April 14. ee a ee ma 
Me OE last year. For the full 1958 year the com- a 
ae . McKESSON & ROBBINS ted sales of $9.4 million an . 
Buildings are adequate for doubling H CN -d By Tt He of rege ie aa is 
present capacities: additional output of ERMAN C. NoLav, president "007 > ; 3 4s | 
Rs Pagers 1 oe = 70% of Peabody’s coal went to pubiic % 
ns 7 235 eae "98 — a pa 38% of all pharmaceutical products utility companies in 1958 and an 8% ee 
ng Oe epee. ——— is are now distributed through drug whole- — jncrease in that segment is forecast for e 
facilities oe adequate. sale houses compared with 48% ten the current year. Total coal production . 
New York Society, April 14. years ago. McKesson is distributing 600 jn 1959 is expected to reach 23 million - 
JEWEL TEA CoO INC chemical products today compared to tons vs. 22.3 million tons in 1958. a 
e y 400 five years ago. Sales per employee New York Society, March 31. tg 

FRANKLIN J. LUNDING, chairman have risen from $51,692 in January 1954 n . an 
; 7 : ; H) TEXAS CO. ff. 

Present sales breakdown is 17% for °° $71,520 ye Jenuary 1959. 667% of _ r : 
dil ail Ger Eee atesen on 1958 acer eed 15% of profits come from James W. FOLey, president ea 
volume of $444 million. In the past five rug distribution. ’ No tax increase is expected in Middle 
Be il of Both sales and earnings for the fiscal ar . e eno 

years sales have risen 61% and earn- Eastern countries in spite of the in- 
ings 117%. —_— Pg visser 31, 1959 are ex- crease in Venezuela. There were no con- 
In 1958. 42 units were added and 16 — ie : ¢° ee ee tracts with the Venezuelan government : 
4 aay / ‘ New York Society, May 1, 1959. h 1 the Middle E Althouel | 
closed, bringing stores in operation to as there are in the Miadle Last. Although pan 
253. Plans call for 95 new stores in three NATIONAL CASH REGISTER CO. there has been some competition from J 
ake Bee ae G. A. Lowpen, executive vice-president — in world markets, quantities ! : 
os Angeles Society, April 2. are small. 

In spite of a drop in defense orders Federal control of petroleum imports J fr 
THE MAYTAG CO. from $19 millian in 1958 to an esti- may bring higher gasoline prices and hol 
Roserr J. Hoover, director of publicity mated $5 million in the current year, is regarded as a step by the Federal ma) 
P “total 1959 sales of about $400 million Government in the control of private sho 
Reporting a 7% sales increase in dollars are expected compared with $394 business which may lead to price con- ove: 
1958 compared with a 2% decline for million last year. trol of petroleum products. van 
the home laundry appliance industry, San Francisco Society, April 12. Cleveland Society, April 1. van 
tent 
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One measure of speculation in the market — and the degree to which the small investor has participated — is the way low-price -tocks § !ve: 


behave. Since the start of last year, Standard & Poor’s low-price stock index has advanced 123 per cent. This is almost four times the § ties 
increase shown by high-grade stocks. Investment-grade issues have even lagged behind the market as a whole, as calibrated by !'oor® 


500-stock average. The high grades have advanced 36.6 per cent. The S. & P. 500 is up 40.8 per cent. Courtesy of N. Y. Herald Tribune, 4 vil #7 has 1 
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OVERSEAS INVESTMENTS 
(Continued from page 456) 


stability of many foreign governments, 
(2) the improved convertibility of cur- 
rency, and (3) the decreased risk of 
expropriation. Thus the opportunity to 
participate profitably in a growth mass 
market, encouraged by such arrange- 
ments as the European Common Market, 
is worthy of consideration. 

Faced with rising costs, increased for- 
eign competition, and the new-found 
strength of some foreign economies, this 
country runs a fundamental risk of 
eventual weakening of the dollar. While 
far from a serious condition now, the 
pressures exist. Since we are engaged in 
an economic war with Russia, we cannot 
afford to overlook opportunities to 
strengthen our hand and one significant 
way to avoid exporting dollars is to own 
enough businesses overseas. 


Conelusion 


Top managements of our larger com- 
panies must take a fresh perspective on 
several perennial questions: 

1. Where should we invest our funds 
for the best long-term interest of stock- 
holders? Certainly, any consideration of 
major new investments in facilities 
should not overlook the possibility of 
overseas plants which could take ad- 
vantage of lower labor costs, some ad- 
vanced technical skills, and a high-po- 
tential local market. 

2. How can we protect volume and 
profits? To stay competitive in the world 
market, new approaches are needed in 
engineering, manufacturing, and market- 
ing. The story of Singer Manufacturing, 
described in the January and February 
issues of Fortune Magazine, demon- 
strates the reliance this firm has placed 
on foreign sales and manufacturing. 
Since 1950, Singer’s foreign sales have 
increased considerably faster than 
domestic sales. In 1950, sales outside of 
the United States and Canada were 44% 
of total sales; in 1957 they were 57% 

3. How can we take advantage of the 
technological advances that are being 
made? The United States unfortunately 
does not have a corner on the scientific 
advancements being made in the world. 
Several companies have found advan- 
in setting up research or design ac- 
livities in areas where special technical 
tom etence is available, such as in West 
Germany. 

In the past decade, sophisticated man- 
agenient has been quietly stepping up 
itves‘igations into operating opportuni- 
lies zbroad. More recently, this interest 
‘sen to flood tide proportions. Inter- 


lage 
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Architectural model of Ernst-Reuter-Platz — a modern commercial center now under 





5 





construction in central West Berlin — showing the future location of a nine-story office 


building for IBM Deutschland, German subsidiary of IBM World Trade Corporation. 





national commercial banks, consultants, 
and others with knowledge of interna- 
tional operations are being deluged with 
inquiries from American companies who 
have awakened to the fact that they are 
behind the parade and eager to catch up. 

There are clear indications that the 
days when off-shore problems were 
relegated to the export manager are 
passe. Now top management acknowl- 
edges that it must be internationally 
minded. In moving from a provincial 
point of view to a global concept, man- 
agement is reaching out for professional 
assistance to assess where geographically 


KLM LALLA ALLA Ahhh hhh dhdddd hh hhddd hdd hbatlnnniuttiddsshssdsiddddddddddddddddhdddddsdddddddde 


and on what level economically they can 
participate most profitably in the world 
market. 

As investors seek similar counsel from 
security analysts and managers of port- 
folios, the investment fraternity will 
doubtless show an increasing tendency 
to evaluate a company’s position from 
an international point of view. Evalua- 
tion only from the domestic side becomes 
less accurate not only because of the 
trend of competitive foreign imports, but 
because the growth and profit oppor- 
tunities in offshore areas often exceed 
domestic potential. 
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Mou York “Caf lal Bund 
of ECanada, Ld. 


Capital assets over $28 million. 
e Devoted to Canadian and Overseas investments. 
Redeemable at net asset value. 
Non-dividend paying, concentrating on growth. 


Reinvesting all income after expenses and 15% Canadian 
income tax on non-resident-owned investment companies. 


e Traded over-the-counter through your investment broker. 


Latest Report to Stockholders available 


Carl M. Loeb, Rhoades & Co. 


Members New York Stock Exchange and other 
Leading Stock and Commodity Exchanges 
42 WALL STREET NEW YORK 5, N. Y. 


Private Wire System to Branch Offices, Correspondents and 
their connections in 100 Cities throughout the U.S. and Canada. 
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MOODY’S INVESTORS YIELD TABLES 


Prepared monthly for TRUSTS AND ESTATES by Moody’s Investors Service 





YIELDS oF 
TAXABLE TREASURIES 
BY MATURITY GROUPS 


YIELDS oF 
CORPORATE BONDS 
BY RATINGS 


PRICES, DIVIDENDS 
AND YIELDS 
125 INDUSTRIAL STOCKS 





+ 2.2% 

ae 3 YEAR 
10 YEAR 
3%4s8,0F 
6/15/83-78 
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t 20C PRICES AND DIVIDENDS 
DOLLARS PER SHARE 
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PRICES 





YIELDS 


P\ 2% 
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re’ 





1956 1957 1958 1959 











1. U.S. Government Bond Yields 
3-Year Taxable Treas. - € 
6-Year Taxable Treas. c 

10-Year Taxable Treas. _____. ee, 
Bank 234s, 9/15/72-67 —_____.. % 
Victory 24s, 12/15/72-67 c 
314s, 1983-78 ‘ 
3s, 1995 % 
%. Corporate Bond Yields 
Aaa Rated Long Term —_._._.______. « 
Aa Rated Long Term —_..____ aes 
A Rated Long Term ———_._.__._.. % 
Baa Rated Long Term c 
3. ‘Tax Exempt Bond Yields 
Aaa Rated Long Term —...______ sage 
Aa Rated Long Term —.._...-_._ © 
A Rated Long Term —— ecnacs he 
Baa Rated Long Term € 

4. Preferred Stock Yields 

Industrials—High Dividend Series 











MIN ic ccncesacenccanennncnenene 

Medium Grade _......_._______ -~ % 
Industrials—Low Dividend Series 

II occas 

Medium Grade —_.....____.. % 
Utilities—Low Dividend Series 

High Grade % 

Medium Grade —— ~___... % 


6. Common Stocks 

125 Industrials—Prices (g) 
125 Industrials—Div. (g) —..____. 
125 Industrials—Yields ___. %X 











(a)—U. S. Govt. Bond Yields in this series date from Jan. 5, 1943. 
(b)—U. S. Govt. Bond Yields in this series date from April 15, 1953. 
(e)—U. S. Govt. Bond Yields in this series date from Feb. 15, 1955. 
(d)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. 


*Revised 














—— End of Month Range for Period_._...._______ 

1959 1959 1958 1959 1951-58 

a - - -1930 
ibee. ine See, * Ghee Mish Lew 1946-50 1941-45 1931-40 1919-19 
4.10 4.02 2.12 4.15-3.72 4.10-1.35 1.68-0.90 1.32-1.07 (a) (a) (a) 
4.19 4.02 2.38 4.21-3.87 4.12-1.75 1.87-1.06 1.70-1.24 (a) (a) (a) 
4.22 4.00 2.67 4.22-3.86 4.01-1.95 2.10-1.38 2.10-1.49 (a) (a) (a) 
4.04 3.90 2.81 4.04-3.77 3.86-2.21 2.43-1.96 2.48-2.03 (a) (a) (a) 
3.97 3.90 2.80 3.97-3.76 3.83-2.44 2.48-2.08 2.50-2.37 (a) (a) (a) 
3.99 3.93 3.07 4.01-3.83 3.84-2.59 (b) (b) (b) (b) 
3.79 3.71 3.10 3.79-3.65 3.68-2.94 
4.30 4.15 3.55 4.30-4.09 4.15-2.65 2.91-2.45 2.88-2.59 5.75-2.70 6.38-4.42 
4.37 4.26 3.75 4.37-4.20 4.31-2.70 2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 
4.52 4.41 3.99 4.52-4.39 4.51-2.87 3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 
4.92 4.83 4.66 4.92-4.82 5.11-3.15 3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
3.18 3.06 2.64 3.20-3.06 3.45-1.28 1.98-0.90 1.84-0.93 2.81-1.56 (d) (d) 
3.43 3.23 2.95 3.45-3.21 3.72-1.37 2.21-1.04 2.11-1.21 3.02-1.78 (d) (d) 
3.73 3.56 3.12 3.73-3.53 3.98-1.72 2.64-1.28 2.49-1.49 3.29-2.11(d) (d) 
4.09 3.92 3.66 4.13-3.92 4.51-1.98 3.05-1.57 2.94-1.80 3.71-2.60(d) (d) 
4.47 4.36 4.23 4.47-4.36 4.68-3.80 4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
4.90 4.85 5.16 4,.90-4.78 5.60-4.45 5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
4.34 4.28 4.13 4.38-4.28 4.67-3.46 3.92-3.27 (e) (e) (e) (e) 
4.71 4.67 4.60 4.79-4.65 5.16-3.80 4.20-3.52 (e) (e) (e) (e) 
4.62 4.56 4.34 4.64-4.55 5.00-3.78 4.24-3.40 (e) (e) (e) (e) 
4.86 4.88 4.73 4.94-4.82 5.34-4.18 4.65-3.69 (e) (e) (e) (e) 

$184.82 174.47 138.30 184.82-174.47 158.98-66.75 64.46-43.20 49.30-22.69 49.10-10.56 78.06-34.81(f) 

5.75 5.72 5.80 5.75-5.68 5.94-4.13 4.44-1.76 1.94-1.52 2.05-0.72 2.58-2.16(f) 
3.11 3.28 4.19 3.28-3.11 6.79-3.63 7.29-3.20 7.71-3.56 10.13-2.59 6.21-3.19(f) 














(e)—Low Dividend Preferred Yield Averages in this series date from 

Jan. 2, 1946. 
(f)—125 Industrials Averages date from Jan. 1, 1929. 
({g)—Dollars per share. 





486 


TRUSTS AND EstTATES 
























































Be Sa owl nh eS 







































































































































































































































































































Corporate Profits Declined 
NET INCOME OF LEADING CORPORATIONS 10% in 1958 
_S (tis Thastaiie at Beltane April 1958 is generally looked upon 
as the turning point of the recession 
Reported Net Income which set in during the second half of 
No. of Dahenectel ne ee oe Qe 1957 but it is apparent from the annual 
| Cos. a reports of 3,574 companies for the full 
| year i instru- 
4 20 Baking $ 65,677 $ 63,759 ait ye that the lag in recovery was instru 
| 14 Dairy products 102,497 107,138 +5 mental in registering an overall falling 
18 eat packing 87,334 39,714 + 6 Of, : . 
21 Sugar 54,800 39,010  —29 off of about 107% in net income after 
88 Other food products .........- ania 852,371 372,500 6 taxes as compared with the previous 
_comp P 
| ue dlr pag tl —— + : year. This tabulation is prepared each 
- 11 Distilling 89.555 90.165 +1 year by The First National City Bank of 
16 Tobacco products —...__ 191,057 229,770 +20 New York Monthly Letter. 
72 Textile products 149,498 126,706 —I15 Manufacturing in general reported a 
| 46 Clothing and apparel —-—.... _ 27,723 25,878 —17 decline of 18%, while mining and trans- 
a] 24 Shoes, leather, etc. —— 45,359 88,216 —16 ortation we d 24% d 17% 
24 Tires, rubber products roe 224,731 206,981 —8 P ; re down <4#7% and li, 
os tnaies 105,333 105,487 ++ respectively. Public utilities and the 
LD 17 Furniture, wood products 20,698 21,758 +65 financial group were ahead by 10% and 
/o a —. and ee pogo "aeae - ; 14%, in that order, Although the trade 
2-4 rinting and publishing ° 73, —_ o7 tay 
se ‘ Zo 
72 Chemical products 966,764 815,125 —16 ctor showed a 27% drop, it is notable 
27 Drugs and medicines cen 287,072 296,472 +8 that the food chains alone in the group 
19 Soap, cosmetics, etc, ———_.._ 120,603 129,367 + 7 Of, . 
22 Paint and varnish 104.562 93,072 —1l reported a 67% gain. In the manufactur- 
ia 121 Petroleum prod. and refining 8,267,729 2,597,483 —21 ing list, the tobaccos improved 20% vs. 
| 80 Cement 118,778 132,961 +12 1957 and pluses also appeared opposite 
17 Glass products 164,553 137,103 —17 ry 
| 58 Other stone, clay products... 210,896 ++=—«:197,789  — 6 — products, meats, drugs and soaps 
| 49 Iron and steel 1,151,580 790,822 —81. and cosmetics. 
¢ 11 eg implements 129,949 142,217 +9 The minus side in the manufacturing 
81 uilding, heat, plumb., equip... 140,760 122,802 —18 . . 
112 Electrical equip., radio & tv.— 650,232 619,092 —6& segment found the steels registering a 
48 gochones — tools pe yned 39,314 —8 31% decline, while chemicals were off 
83 ousehold appliances 63,010 60,595 — yf ° 
158 Machinery 858,806 229,300 —86 16%, petroleum products and refining 
J 26 Office equipment 165,226 177,195 +8 21%, autos and trucks 42% and auto 
44 Nonferrous metals 418,108 804,763 —26 ts 40% 
| 76 Instruments, photo. goods, ete. 281,703 207,228 —I11 pats ay'7e- 
ey 111 Other metal products . nee) 293,525 240,367 —18 
16 Autos and trucks .—..._._....... 1,259,395 735,049 —42 
— FF 50 Automobile parts acaenceecsnssnne 170,178 101,557 —40 
3 22 Railway equipment —...0.c00 seca 105,381 62,962 ~-—40 
d 89 Aircraft and parts —....-—..... 870,678 805,328 —18 
i 80 Misc. manufacturing ~~... 159,939 143,656 —10 
1,852 Total manufacturing ams, Jn et ee 10,643,377 —18 
24 Coal mining-c 82,142 57,714 —30 
26 Metal Minin® + 6 ccciccincin cos 67,742 53,548 —21 
8 Other mining, quarrying-c — 36,385 30,739 —16 
68 Total mining, quarrying 186,269 142,001 —24 
85 Chain stores — food ———— 152,022 160,875 + 6 
58 Chain stores — variety, etc. — 136,433 133,023 — 2 
60 Department and specialty —.... 201,930 190,317 — 6 
6 Mail order 198,196 196,214 —l1 
73 Wholesale and Mise, —~2...--.eunn- 96,403 92,742 —4 
232 Total trade 784,984 773,171 — 2 
113 Class 1 railroads - @ —.--........... 740,295 601,534 —19 
DE “PERCEiON GRE TIME cieicceiewsicccccnes 22,652 18,171 —20 
13 Shipping 65,254 50,854 —22 
20 Air transport 34,747 45,133 +30 
52 Misc, transportation een 45,316 42,105 —T7 
224 Total transportation ————— 908,264 757,797 —17 a 
246 Electrie power, gas, etc.-@—— 1,744,402 1,872,481 +7 “WHY DELAWARE?” Tax and trust 
83 Telephone and telegraph - a 958,625 1,100,946 +15 laws of the State of Delaware 
279 Total public utilities ——.............. es 2,703,027 2,973,427 +10 facilitate the accumulation, man- 
22 Amusements 86,668 28,787 —21 d tio f 
82 Restaurant and hotel ..—... 12,697 11,976 —6 agement and conservation © 
= = business services —........ pee Me ase rat | property by corporations and 
2 onstruction ; 29 _ : , “ 
— - oe - or “Wh: 
Tié Total amusements, services, ete. ~ 204,398 ~ 181,225 —Ii “eee ro xo “4 
892 Commercial banks adaaias 970,093 1,081,814 +12 Delaware?” our new booklet sum- 
63 Fire and casualty insurance... 76,392 192,646 +...F marizing these benefits. 
218 Investment trusts-e ——..... 527,661 545,640 8 
1(f) Sales finance ~~ 253,517 + 8 
(f) 61 Real estate ,739 10,957 +13 
(f) 814 Total finance 1,829,949 2,084,568 +14 w i LMI N GT Oo w 
from 8,574 Grand total $19,584,055 $17,555,566 —10 Trust Company 
c — Net income is reported before depletion charges in some cases. Wilmington, Delaware 
e — Figures in most cases exclude capital gains or losses on investments. 
+ — Less than 1%. Capital Funds .... $ 30,749,941 
a From First National City Bank Letter, April Total Assets .... $302,354,378 
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PENSION and PROFIT SHARING DIGEST .. . 


HILARY L. SEAL 


Morss, Seal & Bret; Lecturer in Statistics, Yale University 


Actuary’s Responsibility to Forecast Pension Liabilities 


T IS OUR EXPERIENCE THAT MANAGE- 

ment does not realize an actuarial 
valuation is supposed to forecast the 
aggregate cost of all future pensions pay- 
able under a company’s trust-funded 
pension plan. All too frequently manage- 
ment thinks that the purpose of an ac- 
tuary’s report is to certify that a figure 
arbitrarily labeled “this year’s costs” is 
tax-deductible when paid. Unfortunately 
some of the methods in current use for 
computing these “costs” bear little rela- 
tion to those that will eventually become 
payable; and their dubious justification 
is that management would not establish 
a plan at all if the “real costs” were 
known from the outset. 

These considerations were called to 
mind by the recent publication of what 
must be two of the largest actuarial 
valuations in history, namely those of 
the OASDI and of the Railroad Retire- 
ment systems. Since each of these in its 
own way is representative, on a gigantic 
scale, of what management should ex- 
pect of its own actuary, we will briefly 
review the valuation results. 


Financing OASDI 


There are presently 75 million con- 
tributors to U. S. Social Security, and 
another 121% million people are cur- 
rently drawing monthy benefits under 
the program. And now that social se- 
curity taxes are paid on wages up to 
$4,800 a year, about 83% of the aggre- 
gate payroll in covered employment is 
taxed.* 

Under the 1958 amendments the 
“primary” pension benefit from age 65 
(or from age 50 on disability after, or 
prior to, that age) is nearly 32% for 
an employee who has averaged $4,800 
a year social-security-taxable income 
(allowing a “drop out” of 5 years of 
lowest earnings), and is 35% for an 
employee averaging $3,600 a year. A 
wife’s benefit of one-half the “primary” 
amount is payable from her age 65, and 

*Financing Old-Age, Survivors, and Disability 
Insurance. A Report of the Advisory Council on 


Social Security Financing (Washington, D. C., 
1959, pp. xi + 80). 
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a widow's benefit of three-quarters is 
available from age 62 or before that age 
if there is a dependent child under age 
18. Orphans and dependent parents of 
deceased workers are also given bene- 
fits. 

The report of the Social Security 
Actuary, Mr. Robert J. Myers, on the 
costs of the new legislation was pub- 
lished last fall.** Table 8 of that pam- 
phlet shows an “intermediate” forecast 
outgo under the OASDI System as fol- 
lows: 

Outgo of year ex- 


pressed as % of 
taxable payroll 





It will be remembered that the 444% 
contribution shared equally by employer 
and employee in 1957 and 1958 resulted 
in depletions of the trust fund which are 
expected to continue through 1959 even 
with the increased joint contribution 
rate of 5%. However, the 6% rate pay- 
able in 1960 is forecast to more than 
cover the outgo of that year so that the 
fund will once again commence to grow 
from its “trough” of about $21 billion. 


Under the 1958 amendments the em- 
ployer-employee joint contribution rate 
is scheduled to level off at 9% in 1969. 
It will be noticed from the above table 
that the estimated outgo in benefits will 
only reach 9% sometime in the eighties. 
This means that the trust fund will be 
growing for at least the next 25 years, 
and perhaps longer because of interest 
earnings now assumed to be at the rate 
of 3% per annum. 


We may thus ask the natural question: 
If the rising series of percentages shown 
in the foregoing table were equated to 
a single “level-premium” percentage 
what would this be? Mr. Myers has cal- 


**Myers, R. J., Actuarial Cost Estimates and 
Summary of Provisions of the Old-Age, Survivors, 
and Diability Insurance System as modified by the 
Social Security Amendments of 1958 (Washington, 
D. C., 1958, pp. 24). 


culated this equivalent level-premium 
rate to be 8.76% of taxable payroll made 
up as follows: 


Level- 
Premium 
cost 


Primary benefits _._ 6.35% 
Wife’s benefits — .60 
Widow’s and chil- 

dren’s benefits 
Other benefits - 


Administrative ex- 
NINERS es i 0 

Interest at 3% 
Tne 


The level-premium equivalent of the 
tax-rates laid down in the 1958 Act and 
running up to 9% by 1969 was esti- 
mated by Mr. Myers to be 8.52% which 
was regarded as “very close to an exact 
balance, especially considering that a 
range of error is necessarily present in 
the long-range actuarial estimates and 
that rounded tax rates are used in actual 
practice.” 


The conclusion to be drawn, in the 
words of the Advisory Council on So- 
cial Security Financing, is that: “The 
method of financing . . . is sound, and 
... the contribution schedule now in the 
law makes adequate provision for meet- 
ing both short-range and long-range 
costs.” 


The Railroad Retirement System 


At the time of the Seventh Actuarial 
Valuation of the Railroad Retirement 
system on December 31, 1956, there were 
nearly 1.6 million active employees. al- 
most 7 million more employees who al- 
though inactive stood to benefit under 
the Acts, and some 660,000 beneficiaries 
on the rolls. The pension rate was then 
roughly 2% of an employee’s “career 
average” pay up to $4,200 a year for 
each year of service, and becomes pay- 
able on disability, or at age 65. There is 
a 50% addition for wives over 65, and a 
widow’s pension of about 25% of carver- 
average pay is also available. There are 
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complicated arrangements for inter- 
change of benefits under the Railroad 
Retirement and Social Security Acts, the 
latter of which does not apply to an 
employee who makes railroading his life- 
time career. 

Broadly, then, the “primary” pension 
benefit is about double that of OASDI 
and we are not surprised that the tax 
rate is 1244% of a taxable payroll of 
$5 billion. The actuary’s job was thus 
to determine whether this 12144% could 
be continued indefinitely, or whether 
this would result in a depleted fund and 
eventual failure to pay pensions. 


Over the years we have come to ex- 
pect actuarial masterpieces from Mr. A. 
M. Niessen, and his report with its valu- 
able technical supplement does not dis- 
appoint us.+ It is, in fact, a model ac- 
tuarial valuation. Thus, for example, 
Table 5 shows that the present value at 
3% of future benefits payable to former 
and present employees is $23,342 mil- 
lion, and the comparable figure for bene- 
fits payable to future entrants hired to 
replace wastage is $9,834 million, mak- 
ing a total of $33,176 million. 


This enormous aggregate liability of 
over $33 billion must, of course, be met 
by interest earnings on the existing trust 
fund of $3,704 million, gains from the 
interchange with OASDI, and future 
payroll taxes. In order to achieve this 
actuarial balance a total of $1,725.5 
million is needed, derived as follows: 
the present value at 3% of a 1% pay- 
roll tax on the wages of existing em- 
ployees: $553.4 million, plus the present 
value at 3% of a 1% payroll tax on the 
wages of future entrants: $1,172.1 mil- 
lion. 


Mr. Niessen, accordingly, produces the 
following results expressed as _percent- 
ages of a taxable payroll of $5.1 billion: 


Aggregate liability ($33,176 di- 
vided by $1,725.5) 

Administrative costs 16 

Funds on hand ($3,704 divided 








a ae -2.15 
s Gain from interchange with 
lL.) a eee eee —1.49 
Net level.cost 15.75% 
Actual payroll tax _ 12.50 
ESR RE tne! 3.25 % 


Unlike OASDI the Railroad Retire- 
men! System is running into a deficit at 
the ate of 314% of taxable payroll every 
year 


7Nicssen, A. M. Seventh Actuarial Valuation of 
the Assets and Liabilities under the Railroad Re- 
tirem: nt Acts as of December 31, 1956, and Tech- 
Nical Supplement (U. S. Railroad Retirement 
Boar’ Chicago, 1959, pp. vi + 75). 
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Other interesting statistics are found 
in Table 6 of the valuation report, name- 


ly: 





Level- Percentage 
premium of 
cost 19.23 
Primary benefits ___. 13.28% 69.0% 
Wife’s benefits 1.23 6.4 
Widow’s and chil- 
dren’s benefits 4.03 21.0 
Other benefits .69 3.6 
19.23% 100.0% 


The percentages in the last column 
closely parallel the corresponding per- 
centages quoted earlier for OASDI; in 
both cases the “primary” benefits repre- 
sent about 70% of the whole cost of the 
plan. 

Lacking space to review Mr. Niessen’s 
report in further detail, we may mention 
however, that his Technical Supplement 
contains a completely new mortality table 
for disabled pensioners in select form 
together with basic functions at 3%, 
and a new remarriage table for widows 


based on the data of 1951-6. 


Relevance of Reports 


We believe that there are two im- 
portant lessons for management in the 
foregoing review. In the first place no 
estimate of “this year’s costs” is worth 
a hoot unless it is based on a valuation 
of the eventual liabilities of the company 
under its plan. However, although the 
actuaries of the OASDI and RRR sys- 
tems have both projected their costs 
beyond today’s generation of employees, 
the Treasury requires a limitation of 
actuarial estimates to existing employees 
(and pensioners) if the results are to be 


used for tax-deductive purposes. This is 
a relatively minor restriction and it will 
have been noticed that this segregation 
of present and future employees is pos- 
sible from Mr. Niessen’s figures. 

In other words, every management 
should ask its actuary whether he has 
“looked ahead” over the next 30 or 40 
years and whether the company’s costs 
for its existing employees will go up 
(and by how much) or remain steady. 

The second lesson concerns the “level- 
premium” cost of a “primary” pension 
for the employee. Reference to the 
figures quoted above shows that: 


(1) Under OASDI a pension of 
about one-third of average pay costs 
6.35% of the payroll of all existing 
employees who may eventually re- 
ceive that pension (not just of those 
who have 5 or more years of service, 
say); and 

(2) Under the RRR system a 
pension of about two-thirds of average 
pay costs 13.28% of the payroll of 
all existing employees who may even- 
tually receive that pension. 


That is to say, (a) double the pension 
and you double the cost (obviously), 
and (b) a pension of 10% of pay at age 
65 will cost a company about 2% of its 
whole payroll “forever.” Any company 
that thinks its actuary has magically 
“improved” on this cost percentage is 
deluding itself and its employees. 
A 2k AD 

@ Robert L. Knight, executive vice 
president and trust officer of Ohio Citi- 
zens Trust Co., Toledo, recently spoke 
on Selling Life Insurance Through Use 
of Trusts, before the Toledo Association 
of Life Underwriters. 








California Property 


When you are handling an estate 
that involves California property... 
the oldest Trust Company in the West 


will be glad to serve you. 


Correspond directly with 
Trust Department 


WELLS FARGO BANK 
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PENNSYLVANIA TRUST CONFERENCE 
FEATURES COMMITTEE REPORTS 


HE COMMITTEES OF THE TRusT Dtv1- 
a wen, Pennsylvania Bankers Associa- 
tion, have done a lot of work over a 
nine-month period and should have a 
larger allotment of time at the Confer- 
ence than in previous years, John L. 
Propst, Division chairman and vice 
president of Mellon National Bank & 
Trust Co., Pittsburgh, observed in this 
opening remarks at the 32nd Annual 
Trust Conference held in Harrisburg, 
April 3. This year’s program was 
planned on that basis. 

To set the theme for the meeting Mr. 
Propst paraphrased the remark of a 
British soldier-statesman by saying, 
“Never in the history of trust business in 
this nation have so few been responsible 
for so much for so little return.” He 
developed this thought by stressing the 
great need for adequately trained, com- 
petent, reliable trust personnel, the vast 
amount of property held in trust depart- 
ment accounts, and the lack of com- 
pensation fitting the work and responsi- 
bility involved. 

As an example of the search for po- 
tential trust officers, Mr. Propst reported 
that while recruiting for his bank’s man- 
agement training program he spent a 
day each at Penn and Princeton. At 
Penn two of the seven firms recruiting 
that day were banks and at Princeton 
three of six were banks. It is growing in- 
creasingly difficult to be a jack of all 
trades in the trust field, he commented, 
and to obtain specialists we must turn to 
colleges and professional schools, offer a 
really competitive starting wage, and 
provide rapid promotion, close personal 
attention and well planned on-the-job 
training. 

Regarding the size of total trust de- 
partment assets in the United States, the 
speaker quoted the report of the Comp- 
troller of the Currency to show that in 
national banks alone over a ten year 
period living trusts had grown in num- 
ber from 88,000 to 134,500, court trusts 
had gone from 76,000 to 113,500, and 
trust department gross earnings from 
$50 million to $129 million. He men- 
tioned that it is “well nigh impossible” 
to get worthwhile comparative figures 
for the same decade for all trust depart- 
ments in the United States, but cited the 
chart in Trusts AND Estates (Feb. 
1959 p.96) showing bank trust holdings 
of $108 billion in corporate bonds and 
stocks. Pension funds alone, he said, 
“have become a financial giant, growing 
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at a rate of $4.3 billion a year and cur- 
rently aggregating about $14 billion for 
insured plans and $19 billion for corpo- 
rate trusteed plans.” 


Few trust institutions are adequately 
compensated for their tremendous output 
of highly skilled labor or for the great 
amount of responsibility the very nature 
of the work entails, Mr. Propst said. In 
his opinion, the majority of our trust 
institutions, if estimated on a sound 
cost accounting basis, operate in the red. 
“Frankly, I grow tired of hearing 
bankers refer to trust business as a 
service type of business — as a sort of 
‘loss-leader.’ True, our work is in the 
nature of a ‘public service’ but so is the 
production of steel or oil, and I would 
be interested in seeing anyone demon- 
strate that either of these creditable en- 
deavors requires more know-how or 
greater dedication than trust business.” 


Committee Reports 


Trust Training School — This year’s 
June 21-27 session will complete the 
three year cycle, co-director Samuel M. 
Linduff, trust officer, Mellon National 
Bank & Trust Co., Washington, reported. 
Ten and a half hours will be devoted 
to taxation and the remainder to trust 
development, including advertising and 
estate planning. Students who have at- 
tended all three years will receive cer- 
tificates or diplomas at a graduation 
ceremony. 


Requested comments, received last 
year from 68 students, were reviewed, 
summarized, and presented to the Ad- 
visory Committee. As far as possible, the 
recommendations were put into effect. 
This year‘s attendance apparently will be 
larger with perhaps as many as 175 
students, 


Each student receives at registration 
a notebook containing the schedule, out- 
lines prepared by each instructor, a copy 
of the Federal Code and Regulations, a 
tax calculator, and a compilation of 
Pennsylvania Statutes affecting Wills, 
Trusts, Estates and Guardianships. Many 
retain these for reference after they re- 
turn to their banks. 

Trust Department Operations — Addi- 
tional “Suggestion Memos” were dis- 
tributed by chairman J. Harold Stephens, 
assistant vice president, Provident 
Tradesmens Bank & Trust Co., Phila- 
delphia. These were: #23 (substitute for 
previous #23) Redeeming United States 
Government Defense Bonds; #64 Sug- 


gested Procedure for Control of Corpo- 
rate and Municipal Bond Issue Reserve 
Funds; #65 Revisions in Benefits Due 
Veterans’ Estates and/or Beneficiaries; 
#66 Valuation of Business Interests for 
Inventory Purposes; #67 Suggested Pro- 
cedure in Closing of Incompetent Guard- 
ian and Incompetents Estate Accounts; 
and #68 Simplified Form For Compen- 
sation Agreement. 

Costs and Charges — The publishing 
of fee schedules is limited almost exclu- 
sively to large banks in metropolitan 
areas, chairman John P. Brew, vice 
president and trust officer, Hazelton Na- 
tional Bank, reported. Many other banks 
have adopted fee schedules, but just do 
not desire to publish them. Seeking an- 
other approach to this problem, the com- 
mittee has canvassed its members to see 
how fees are collected in different types 
of business in various areas of the state. 
It was thought that a consolidation of 
these ideas could suggest ways in which 
the charging of fees could be made with- 
out including the actual amounts. If a 
publication of this kind proves to be 
legal, it might be circulated as a later 
Memo from the Operations Committee. 


Employee Benefit Plans — The com- 
mittee held discussions with representa- 
tives of the Department of Banking in 
connection with the forms of reporting 
under various state laws, following pas- 
sage of the Federal Welfare and Pension 
Plans Disclosure Act, chairman John 
W. Thorn, vice president, First Pennsyl- 
vania Banking & Trust Co., Philadelphia, 
stated in his report. They reviewed the 
draft of forms developed by the Depart- 
ment of Labor and on invitation of the 
Department and the American Bankers 
Association, submitted detailed 
ments. Many of the suggestions were in- 
corporated in the forms as_ finally 
adopted. The Committee worked also 
with the sub-committee of the National 
Association of Supervisors of State 
Banks to help coordinate state and 
Federal Forms. There is some indication 
that the Federal form will be the primary 
form and where state laws require addi- 
tional information, supplemental exhibits 
will be used. 


com- 


The Committee gave attention to legal 
problems related to collective investment 
funds. Since Section 10(c) (ii) of Regu- 
lation F permits national banks to estab- 
lish such funds for pension and profit- 
sharing plans where the bank is a fidu- 
ciary, but does not seem to include 
“agent” in the meaning of that term. the 
Committee has recommended the fo!!ow- 
ing legislation: 1) Amendment of the 
Pennsylvania Banking Code to include a 
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reference to custodian or agent; 2) 
Amendment to remove the $100,000 
maximum limitation in the case of pen- 
sion and profit-sharing trusts. 3) A 
separate Act authorizing trustees of em- 
ployee benefit plans to transfer any part 
of the assets to a State or National Bank 
in Pennsylvania (which is a corporate 
trustee) and specifically allowing invest- 
ment in any common trust fund that the 
corporate trustee is authorized to main- 
tain. 


This legislation has the approval of 
the Trust Investment and the Legislative 
committees of the PBA. The bills have 
already been introduced and referred to 
the State Banking Committee. 


Secretary of Banking’s Address 


Employee Benefit and Pension Funds 
were also the subject of an address by 
Robert L. Myers, Jr., Pennsylvania Sec- 
retary of Banking. He substantiated the 
statements covered in Mr. Thorn’s re- 
port, expressed appreciation for the serv- 
ices rendered by the PBA Trust Division 
in this area, and quoted figures from a 
survey of the New York Banking Depart- 
ment to indicate the rapid growth of the 
employee benefit field. This survey in 
New York State showed that between 
1936 and 1955 the number of funds held 
by banks grew from 54 to 2560 and the 
assets administered (apart from life in- 
surance) from $295 million to $7,460 
million. In 1936, only six banks held 
such funds but in 1955, 78 banks did 
so. Moreover, of the 1,024 funds which 
in 1955 held 91% of the total assets, 439 
had their head offices outside of New 
York, 165 of them coming from Pennsyl- 
vania’s “own back yard.” The manage- 
ment of such funds is no longer confined 
to the largest banks, he said, and some 
trust officers may not be taking full ad- 
vantage of the trend. 


More Committee Reports 


After luncheon, the Conference heard 
further committee reports on trust de- 
velopment, investments, Tri-State plans, 
cooperation with the Bar and Law of 
Decedents Estates & Trusts. The Tri-State 
Committee took note of the recommenda- 
tion of the Supreme Court Rules Com- 
mittee of the New Jersey Bar Associa- 
tion that would make it impossible for 
a lawyer admitted to practice in New 
Jexsey and elsewhere to practice in both 
plices at the same time. The Rules Com- 
mi'ice admitted, to be sure, that the pro- 
posal required further study, but the 
Tr:-State Committee took special interest 
because it seemed that only a modest ex- 
tension of the principle would result in 
prohibitions against out-of-state trust in- 
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stitutions. The latest word on this, chair- 
man Elmer C. Cates, president of Doyles- 
town Trust Co., reported, “indicates that 
the proposal is well buried among mat- 
ters requiring study and its resurrection 
is doubtful.” 

The Committee on Law of Decedents 
Estates and Trusts has recommended an 
amendment to Section 14 of the Fiduci- 
aries Investment Act to permit retention 
of non-legal investments received in kind, 
chairman William A. Draper, vice presi- 
dent and trust officer of Bryn Mawr 
Trust Co., reported. Another recom- 
mendation seeks to remove the restric- 
tions that limit investments to Federal, 
state or municipal obligations, primarily 
to permit advantageous investment of 
idle funds where there is a continuing 
trust. As a corollary the Committee has 
recommended also that the Banking 
Code be changed to include executors 
among the class of fiduciaries permitted 
to invest estate money in Common Trust 


Funds. 


The chairman offered his own sugges- 
tion for an amendment to the Wills 
Act to permit a person to appoint by 
will a guardian to take property for the 
estate of a minor who receives such prop- 
erty from him by intestacy. 


Other amendments to the Fiduciaries 
Act currently under consideration by the 
legislature in one Senate Bill and two 
House Bills are of minor importance, 
the speaker said, and only a few sig- 
nificant decisions were made by the 
courts in the past year. The Supreme 
Court opinions in Cunningham Trust 





and Harvey Trust have already received 
wide publicity and comment. The Col- 
lin’s Estate case will probably be con- 
fined to its own facts. Other cases have 
had the results that (a) when a will says 
a trustee can invest only in government 
bonds or cannot invest in stocks, it will 
mean just that: (b) a refund of over- 
payment on a joint return of husband 
and wife received after the husband’s 
death belongs to the wife. In one case 
the accumulated amount paid by the 
Pennsylvania Public School Employees 
Retirement Fund to the estate of a de- 
ceased teacher was held subject to in- 
heritance tax despite the fact that the 
Retirement Act exempts these funds from 
state or municipal tax. The lower courts 
are divided on the proposition that a 
wife may not sue the estate of her de- 
ceased husband for injuries resulting 
from his negligence which also caused 
his own death. In two separate cases 
transfers from elderly people to members 
of the family within 40 and 60 days of 
death respectively were held not taxable 
on the ground that they were not in con- 
templation’ of death. A recent decision 
held that a general residuary bequest to 
charity did not exercise what once had 
been a general power of appointment, 
but which the donee had limited to cer- 
tain classes of appointees, including 
charities, by release delivered to the 
trustee. 
Panel Discussion 


After remarks by John Y. Scott, coun- 
sel for the PBA, a panel discussed “Pro- 
posed Inheritance & Estate Tax Law of 
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1959 and Other Tax Proposals.” Moder- 
ated by William E. Magee, chairman of 
the Taxation Committee and trust officer 
of Mellon National Bank & Trust Co., 
Pittsburgh, the panel included also: 
William T. Copes, vice president, Fidel- 
ity Trust Co., Pittsburgh; George W. 
Hornsby, vice president, Girard Trust 
Corn Exchange Bank, Philadelphia; 
Wesley H. Quigley, assistant vice presi- 
dent, Fidelity-Philadelphia Trust Co.; 
and John E, Williams, vice president, 
Provident Tradesmens Bank & Trust Co., 
Philadelphia. 

Points made by the panel speakers in- 
cluded the following: 

The present code provides that on 
termination of an estate or trust, any un- 
used loss carryovers are available to the 
beneficiaries, but only if the entire estate 
or trust terminates. A proposed change 
would extend these excess deductions 
and carryover provisions to the termina- 
tion of a single beneficiary’s interest in 
an estate or trust. 

Present law requires that all deduc- 
tions, except capital losses, are to be used 
in determining the amount of income 
taxable to the beneficiary. A proposed 
change provides that deductions charged 
to corpus shall first apply against corpus 
items of income, the excess being avail- 
able to reduce the amount of income tax- 
able to the beneficiary. 

Multiple trusts created by a single 
donor, and which are identical or nearly 
so, should receive careful study until 
legislation now pending in Congress is 
enacted or otherwise disposed of. The 
proposal is to consider such multiple 


trusts as one trust for purposes of taxa- 
tion. 


The Proposed Inheritance and Estate 
Tax Act of 1959 as set forth in the report 
of the Decedents’ Estates Advisory Com- 
mittee undertakes to codify in under- 
standable form the present statutes and 
court decisions. Changes are offered only 
where experience has shown that present 
procedures are burdensome to the tax- 
payer and the Commonwealth. If enacted 
into law, it will take effect on January 1, 
1960, and apply to estates of decedents 
dying on or after that date and to inter 
vivos transfers made by decedents dying 
on or after that date regardless of the 
date of transfer. 


Proposed changes in the Federal in- 
come taxation of estates in process of 
administration are to be effective for 
years ending after the date of enactment. 
Consequently current transactions may 
be governed by the new rules if the 
Bill becomes law this year. Executors 
and administrators should plan their in- 
come tax transactions accordingly and 
follow the Bill (H.-R. 3041-86th Con- 
gress) through the House and _ the 
Senate. 

A AA 


@ “The Trust — Its Human Relation- 
ships” was discussed by Miss Deborah 
Greenberg, assistant trust officer, Bos- 
ton Safe Deposit and Trust Co., as part 
of a panel that highlighted the Tri- 
Regional Spring Conference of the Mid- 
dle Atlantic, New England and North 
Atlantic Divisions of the National Asso- 
ciation of Bank Women, held at Pocono 
Manor, Pa., May 1-3. 
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Bank Fiduciary Fund 
Paid $4.02 


With the close of its fiscal period as »f 
April 30th, the Bank Fiduciary Fund 
completed another successful year dur- 
ing which it disbursed a total of $4.02 
per share, as compared with $3.696 jor 
the preceding accounting period. Ten 
new banks became participants, raising 
the number of bank stockholders to 50, 
according to the report by Alfred H. 
Hauser, president of the Fund and vice 
president of Chemical Corn Exchange 
Bank, New York City. 

The Bank Fiduciary Fund is the pio- 
neer organization of its kind and its rec- 
ord has spurred efforts toward similar 
action in other jurisdictions. Under the 
aegis of the New York State Bankers As- 
sociation Trust Division, it was em- 
powered by the appropriate authorities 
to operate a legal common trust fund in 
which New York State fiduciary institu- 
tions which did not operate their own 
common funds could participate trust 
accounts too small for proper diversifi- 
cation. 


At the April closing date, the per share 
valuation of $109.83 brought total as- 
sets to $7,736,586 and new participa- 
tions raised the total to $8,190,000. As a 
legal fund with maximum equity invest- 
ment limited to 35% under New York 
State laws, the composition was approxi- 
mately 66% in bonds and 34% in stocks 
at report date. 


A AA 


Case Study Theme of 
Underwriting School 


The 16th annual Life Underwriting 
School, sponsored by the Connecticut 
State Association of Life Underwriters 
and the School of Business Administra- 
tion of the University of Connecticut, 
will be devoted to a case study of the 
estate planning team in action. To be 
held at Storrs, July 27-31, four experts 
will analyze a comprehensive situation 
taken from the files of a life underwriter, 
with each offering his solution of the 
problems in his respective province. Fol- 
lowing each presentation there will be @ 
“brain-washing” by the underwriter, and 
on the last day he will reveal the com- 
posite solution. 


The lecturers are Francis T. Fenn, 
Jr., C.L.U.; Edward H. Heilman, C.?.A.; 
William C. Fenniman, vice president, 
Connecticut Bank and Trust Co., Hart- 
ford; and John H. Riege, of Reid & 
Riege, Hartford. Information abovt et 
rolment may be obtained from Do:othy 
G. Lundblad at the University in Sts. 
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ARKANSAS 


FAYETTEVILLE—Wilmer C. Smith promoted to executive 
vice president and trust officer of McILRoy BANK. 










CALIFORNIA 


LOS ANGELES—At CITIZENS NATIONAL BANK, John W. 
Pring advanced to vice president and trust officer; Homer 
Newman to trust officer; and Byron Frederick, Charles 
Redding and Warren Wilson to asst. trust officers, 


SAN FRANCISCO—BANK OF CALIFORNIA, N.A., appointed 
Richard D. Powers and Gordon K. Craig as asst. trust 
officers. Powers held the same title with American National 
Bank of St. Paul for seven years, and received his LL.B. 
from St. Paul College of Law. Craig, engaged in estate 
planning for several years prior to joining the bank, is a 
graduate of U. of Michigan and the Trust Development 
School at Northwestern U. 


SAN FRANCISCO—Four additional asst. trust officers ap- 
pointed by CROCKER-ANGLO NATIONAL BANK are: Francis 
D. Goetter, Jr., John J. Griffin, James Ross and John C. 
Sullivan. Goetter attended U. of California; Griffin, U. of 
San Francisco; Ross, Stanford U. and New York U.; and 
Sullivan is a graduate of U. of California’s Bank Manage- 
ment School. 


SAN FRANCISCO—Mont E. McMillen elected board chair- 
man and president of First WESTERN BANK & Trust Co., 
replacing T. P. Coats who retired. McMillen was senior vice 
president and director of Firstamerica Corp. Prior thereto 
he was chairman of the board and president of First National 
Bank of Arizona. 


WESTWOOD VILLAGE—At SerEcurity-Firnst NATIONAL 
BANK branch, Robert C. Struble appointed vice president 
and trust officer. 




















DELAWARE 


WILMINGTON—Howard W. Clark retired as asst. trust 
officer of BANK OF DELAWARE, after serving in the corporate 
trust department since 1934, 







GEORGIA 


ATLANTA—CiTIzENS & SOUTHERN NATIONAL BANK made 
the following promotions: John Riggall (advertising and 
public relations) to vice president; George L. Harris to trust 
officer; Robert S. Forbes (corporate trust) and Ronald W. 
Gann (real estate) to asst. trust officers. Riggall is a 
graduate of Duke U.; Harris, of U. of Georgia and New 
York U. School of Business Administration, where he re- 
teived his masters degree; Forbes, of the A.I.B.; and Gann 
attended U. of Alabama. 













ILLINOIS 


CENTRALIA—Merle Rogers named asst. trust officer of 
Ciry NATIONAL BANK. 




































































M. E. McMILLEN 
San Francisco 


TRUST PERSONNEL CHANGES 

















CHAMPAIGN & ROCKFORD—William J. Kearney named 
executive vice president of First NATIONAL BANK in Cham- 
paign. He was formerly vice president, asst. trust officer 
and a director of Ciry NATIONAL BANK, Rockford. 


CHICAGO—CONTINENTAL ILLINOIS NATIONAL BANK & TRUST 
Co. promoted Ray F. Myers to vice president in the trust de- 
partment; Robert F. Goddard and George D. Stevens from 
trust officer to second vice president; Victor S. Nelson and 





Ray F. MYERS GEORGE D. STEVENS 


ROBERT F. GODDARD 


Eugene C. Wilson to trust officers; and Charles W. Lentz 
and Gene C. O’Connell to assistant secretaries, trust, 


CHICAGO—Edward Malo appointed asst. trust officer and 
assistant secretary at LA SALLE NATIONAL BANK, continuing 
in the corporate trust division. 


CHICAGO—Rudolph Bleier named trust officer and house 
counsel of LAWNDALE NATIONAL BANK. A Northwestern U. 
Law School graduate, Bleier served as assistant state’s at- 
torney and counsel for the Cook County Public Welfare De- 
partment. 


CICERO—WESTERN NATIONAL BANK promoted Joseph 
Boucek to vice president and trust officer in charge of the 
trust department. 


INDIANA 


FORT WAYNE—Paul J. Grimmer named asst. trust officer 
of PEOPLES TrusT & SAVINGS Co. 


VINCENNES—Roberts C, Hill retired as vice president 
and trust officer of SEcURITY BANK & TrusT Co., but con- 
tinues as a director. 


LOUISIANA 


MONROE—At CENTRAL SAVINGS BANK & TrusT Co., John 
A. Rudisill became vice president and trust officer, formerly 
having been secretary and treasurer of an Arkansas life 
insurance firm. R. C. Sparks advanced to vice president and 
cashier, from vice president and trust officer. 


MARYLAND 


BALTIMORE—Stephen M. Totton joined MARYLAND TRUST 
Co. as asst. trust officer specializing in corporate trust, pen- 
sion and profit sharing plans. Totton was formerly with 
Hanover Bank in New York and the First National Bank of 
Miami. 


MASSACHUSETTS 


BOSTON—Roymond W. Stanley retired as asst. vice presi- 
dent of First NATIONAL BANK. Joining the staff of OLp 
CoLoNy Trust Co. (its affiliate) in 1920, he was elected 
manager of the advertising department in 1926. 


BOSTON—Miss Hilda Roberts, asst. trust officer, elected 
asst. vice president of NATIONAL SHAWMUT BANK assigned 
to the controller’s division, The only woman to attain this 
rank in Boston, Miss Roberts will continue to handle invest- 
ments of the bank and the trust department in municipal 
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notes and bonds. Leslie H. Baker elected an asst. trust 
officer, assigned to the securities department of the trust 
division. 

PITTSFIELD—Earle F. Robbins elected a trust officer of 
BERKSHIRE TRUST Co., having formerly been trust officer of 
VALLEY BANK & Trust Co., Springfield. 


MICHIGAN 


DETROIT—At MANUFACTURERS NATIONAL BANK, Sinclair 
J. Harcus and Maurice C. Kitchen advanced to trust officers 
in the personal trust division. 


MINNESOTA 


MINNEAPOLIS—Clarke Bassett, senior vice president of 
First NATIONAL BANK, elected chairman of the trust com- 
mittee to succeed Paul Reyerson, chairman since 1951. The 
latter will continue as a member of the committee and also 
in a consulting capacity on trust matters. Bassett currently 
is treasurer of the United States Chamber of Commerce and 
had served that organization as a vice president. 


MISSOURI 


ST. LOUIS—Albert W. Winter elected a vice president of 
MERCANTILE TRUST Co. to head the newly formed invest- 
ment research department. A graduate of School of Bank- 
ing, Rutgers U. and Washington U., Winter has been a 
trust officer in the trust investment department since 1956. 
He is a past president of the St. Louis Society of Financial 
Analysts. 


NEW JERSEY 


HACKENSACK—Arthur J. Simpson, Jr. appointed a trust 
officer’ of PEOPLES TRUST Co. Simpson previously had his 
own practice as a certified public accountant. 


NEWARK—Donald S. Slater, vice president, named manager 
of the Bloomfield office of NATIONAL NEWARK & ESSEX 
BANKING Co., replacing William A. Ellis, now on indefinite 
leave of absence. Ellis will continue as a consultant for the 
trust department at Bloomfield. 


NEW YORK 


NEW YORK—The trust and invest- 
ment division of MORGAN GUARANTY 
Trust Co., formed by merger (see p. 
495) is headed by Longstreet Hinton, 
senior vice president, who had that 
same rank in J. P. Morgan & Co. Per- 
sonal Trust administration is headed 
by Robert A. Jones; pension trust ad- 
ministration, B. Frank Patton and Wil- 
liam F. Lackman, all three Guaranty 
officers; Herbert E. Twyeffort (also 
from Guaranty) heads the corporate 
trust and stock transfer division. 


LONGSTREET HINTON 


NORTH CAROLINA 


CHARLOTTE — Thomas R. Payne 
elected vice president and trust officer 
of AMERICAN COMMERCIAL BANK. Re- 
cently engaged in private law practice, 
Payne was previously with the former 


THoMAS R. PAYNE Commercial National Bank. 


PENNSYLVANIA 


ALLENTOWN—James S. Meminger joined MERCHANTS Na- 
TIONAL BANK as asst. trust officer. Meminger formerly was 
with First NATIONAL BANK & Trust Co., Mount Joy, as 
asst. trust officer.and assistant cashier. 


JOHNSTOWN—James R. Graham, vice president and trust 
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Architect’s drawing of new home of Merchants National Bank 
& Trust Co., Indianapolis. 





officer of JOHNSTOWN BANK & TrusT Co. elected also a 
director. 


NORRISTOWN—MOontTGOMERY COUNTY BANK & TRuST Co. 
named Charles S. Onderdonk, III, as trust investment officer 
succeeding W. W. Wilson who retired. A graduate of Duke 
U., Onderdonk took post graduate work at the Wharton 
School of Finance. 


PHILADELPHIA—Frederick G. Rogers appointed vice 
president in charge of the estate planning division of 
FIDELITY-PHILADELPHIA TRUST Co., to succeed Frederic C. 
Wheeler, retired. Rogers started with Fidelity in 1925, and 
studied estate planning at Northwestern U. 


PHILADELPHIA—Charles B. Barlow named asst. invest- 
ment officer of GIRARD TRUST CORN EXCHANGE BANK, where 
he will be active in investment administration of pension 
and profit sharing trusts. Barlow is a graduate of Yale and 
of Harvard Business School, and was formerly with WorRcEs- 
TER COUNTY (MAsSs.) NATIONAL BANK. 


PITTSBURGH—Charles N. Berents and Robert N. Hinds 
elected vice presidents in the trust department of FIDELITY 
Trust Co. Joining Moody’s Investors Service in 1938, Berents 
was serving as manager of the industrial department when 
he joined Fidelity in 1958. Hinds became an investment 
officer in 1957, is a graduate of Fordham School of Law 
(1935), and during World War II served as a special agent J 
for the Federal Bureau of Investigation. 


PITTSBURGH—MELLON NATIONAL BANK & TRUST CO. ap- 
pointed S. Davidson Herron, Jr., an asst. vice president in 
the trust department. 


SHARON—Roy F. Buchman, Jr., elected asst. vice president 
and trust officer of McDowELL NATIONAL BANK. He had 
previously been trust officer. 


YORK—Joseph L. Rosenmiller, executive vice president of 
York County National Bank, which merged in March with 
the Western National Bank, York, and Farmers & Merchants 
National Bank of Red Lion under the name of NATIONAL 
BANK OF YorK County, became president of the new insti- 
tution. 


CHARLES N. BERENTS 
Pittsburgh 


FREDERICK G. ROGERS 
Philadelphia 


ROBERT N. HiiNDS 
Pittsburg" 
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SOUTH CAROLINA 


CHARLESTON—First NATIONAL BANK promoted Eugene 


Johnson Cannon to asst. trust officer. 


TEXAS 


RICHMOND—George V. Moncure elected asst. trust officer 


of First & MERCHANTS NATIONAL BANK. 


STAUNTON—Wade Cothran named asst. trust officer of 
AUGUSTA NATIONAL BANK, 


DALLAS—Allan Dean Branyon elected asst. trust officer and 
assistant cashier at MERCANTILE NATIONAL BANK. He has 


been currently trust administrator and operations manager 
of corporate trust, and is a graduate of Southern Methodist 


U. in Business Administration. 


VIRGINIA 


LYNCHBURG—Robert C. DeRosett elected president of 
First NATIONAL TrRusT & SAVINGS BANK. 


WEST VIRGINIA 


HUNTINGTON—Homer Gebhardt retired as executive vice 
president and trust officer of the First HUNTINGTON Na- 


TIONAL BANK after 45 years of service. 


WYOMING 


CASPER—First NATIONAL BANK named Richard Corbridge 


as attorney in the trust department. 





MERGERS, NEW TRUST 
DEPARTMENTS & CHANGE 
OF LOCATION 


Stamford, Conn. — Stockholders of 
FAIRFIELD COUNTY TRUST Co. and FIRST 
NATIONAL BANK & TRusT Co. of Ridge- 
field voted in favor of merger effective 
May 8th, under the former’s name. 

Pueblo, Colo. — First NATIONAL BANK 
named John B. Swift to head its new 
trust department. Swift has been asst. 
trust officer of UNITED STATES NATIONAL 
BANK of Denver. 


Washington, D. C. — SECOND NATION- 
AL BANK changed title to First NATION- 
AL BANK OF WASHINGTON. 


Flanagan, Ill. — FLANAGAN STATE 
BANK has been granted a trust certificate 
and designated H. J. Schwerin as presi- 
dent and trust officer, and O. E. Miller 
as cashier and asst. trust officer. 


Colby, Kans. — THomMAS CouNTy Na- 
TIONAL BANK granted trust powers, with 
Jesse J. Evans named as trust officer in 
charge. 

Elizabeth, N. J. — Stockholders of 
UNIon County Trust Co. and of CiTI- 
ZENS TRUST Co., Summit, approved 
merger under the former’s name. 


Montclair, N. J. — Montciair Na- 
TIONAL BANK & TRUST Co. established 
an office exclusively for administration 
of estates and other fiduciary services, 
to be known as the department of estates 
and trusts, located in the former Bloom- 
field Avenue office. Edwin D. LaRue, 
Vice president and trust officer heads the 
office. For convenience of trust customers 
residing in Upper Montclair, Gilbert P. 
Inglis, trust officer, and Alex Weimar. 
trust investment officer, will remain at 
Upper Montelair office. 

New York, N. Y. — First NATIONAL 
Ciry BANK moved its 26 Broadway 
branch into new, larger quarters at 2 
Broadway. The main banking floor will 

t street level in a new 382-story 
structure with the largest space in lower 
Ma» hattan. 

The Corporate Trust Division of the 
bank and of First NATIONAL City TRUST 
Co. (formerly at three other locations) 
wil! occupy the entire third floor, most 

the second, and vault space in the 
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New York, N. Y. — MorGAN GUAR- 
ANTY TRUST Co. of New York has now 
been formed by the merger of J. P. 
MorGan & Co. Incorporated and GUAR- 
ANTY TRuST Co., with approval on April 
24th by the New York State Superin- 
tendent of Banks. (See p. 288, March, 
and p. 494, May, for details.) 

Wadesboro, N. C. — First NATIONAL 
BANK of Wadesboro and the BANK OF 
MoRVEN consolidated under title First 
NATIONAL BANK OF ANSON COUNTY, 
Wadesboro. 

Toledo, Ohio — Stockholders of SPirt- 
ZER-RoricK Trust & SAVINGS BANK and 
OHIO CITIZENS TRUST Co. approved 
merger under name of the latter. Wil- 
lard L. Webb, Jr., will continue as presi- 
dent and director; Marvin H. Rorick as 
chairman of the executive committee 
and director; and all other officers of 
Spitzer-Rorick will assume similar posi- 
tions in the new bank. 

Bethlehem, Pa. — First NATIONAL 
BANK & Trust Co. and the BETHLEHEM 
NATIONAL BANK consolidated under title 
of the former. 

Muleshoe, Texas — A new trust de- 
partment has been authorized by the 
State Banking Department and F.D.I.C. 
for MULESHOE STATE BANK, and Norman 
Thomas named vice president, cashier 
and trust officer. 
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ABA PUBLISHES PAMPHLET ON 
STOCKHOLDER RELATIONS 


“Bank Shareholder Relations” — which 
is No. 15 in the American Bankers Asso- 
ciation Public Relations Series contains 
a comprehensive description of how to es- 
tablish and maintain good relations with 
the stockholders. It includes extensive 
discussion of annual and other reports 
and dividend inserts. A _ short biblio- 
graphy offers further resources and the 
“Shareholder Relations Self-Audit” and 
a checklist together supply many prac- 
tical and pertinent ideas. A list of “Ten 
Ways a Stockholder Can Help His 
Bank,” quoted therein from Second Na- 
tional Bank & Trust Co., Saginaw, 
Mich., includes as number nine “Name 
the bank as executor or co-executor in 
your will.” 
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Individuals seeking positions in trust 
departments may have free listing 
(maximum six lines), Responses to 
listings should be addressed to the 
Code number shown, care of “Trusts 
and Estates,” for forwarding to ap- 
plicant. 


MBA with Economics undergraduate, 
27, desires position as securities analyst. 
Two years brokerage experience with 
Member firm. College teaching experi- 
ence on Investments. Location no factor. 
94-2 

Trust Investment Officer, 29, with 7 
years experience in medium-sized depart- 
ment desires similar position in larger 
institution. B.S. in Business Administra- 
tion and G.S.B. Rutgers graduate. Pro- 
gressiveness and advancement opportuni- 
ties chief requirements. 94-3 

Trust Officer, 37, A.B., LL.B., re- 
sponsible trust and legal experience since 
"48 including over 5 years as corporate 
trust administrator. Also experienced in 
personal trust administration, invest- 
ments, accounting, taxes, estate planning 
and customer relations. 94-4 


Former Assistant Trust Officer, prac- 
ticing attorney, 32 with 5 years drafting, 
estate planning and administrative ex- 
perience in both large and small: trust 
departments. Seeks opportunity medium 
size trust department in mid-west. 95-2 
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@ Trust Department gross earnings for 
1958 reported by the Federal Reserve 
Bank of Boston rose 8.5% to $16,890,000 
for Boston banks and 6.2% to $15,431,- 
000 for outside banks. 





WANTED— 
Trust Department Head 


To head medium sized growing trust de- 
partment in Great Lakes region. Must 
have broad experience and be capable of 
estate planning and general supervision 
of the department. Give full resume of 
experience and education, stating age, 
family status and salary requirements. 

Box H-95-1, Trusts and Estates 

50 East 42nd St., New York 17 














Trusteeship Around the World: 11 


TRUST GROWTH IN BERMUDA 


THEODORE S. WHITE 
Assistant Trust Officer of The Bank of N. T. Butterfield & Son, Limited, 


HIS YEAR BERMUDA IS CELEBRATING 
ee 350th Anniversary of its found- 
ing as a British Colony. It stands today 
as the oldest self-governing colony in 
the British Empire with a Parliament 
second in age only to Westminster. 

Our government is run on sound and 
stable lines. It has not been found neces- 
sary during the period 1609-1959 to ob- 
tain financial assistance outside the 
Colony, in spite of 
the ever-changing 
world conditions. 
Bermudians and 
Bermuda _ business 
have prospered 
under their own 
system. 

Our Bank is no 
exception, and now that we have com- 
pleted 100 years of service to Bermu- 
dians and our many friends abroad, we 
look back with pride and satisfaction on 
our contribution to the prosperity and 
progress experienced by this community. 





Fiduciary Services 


There is no fiduciary company in 
Bermuda, such services being provided 
through the Trust Departments of the 
two local banks. 


Since all incorporations in Bermuda 
are by Private Act of the Legislature, in 
order to provide trust facilities to the 
public it was necessary to petition that 
body to broaden the terms of the Bank’s 
charter so that it would include the extra 
powers required. In December of 1936 
the additional Act became law, and our 
Trust Department was established under 
its provisions shortly thereafter in 1937. 

By the end of 1937 our Trust Depart- 
ment had assets entrusted to its care in 
excess of £250,000. The staff required at 
that time included one officer and four 
clerks. At the close of 1938 these assets 
had increased to £750,000 involving less 
than 50 different accounts divided into 
the following classifications: Estate; 
Trust; Management; Safe Custody. 

The next ten years showed a slow 
but steady progress. After termination 
of the second World War in 1945—since 
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Bermuda forms part of the sterling area 
—it was necessary for our Government 
to continue many controls, particularly 
relating to finance, imposed at the out- 
break of the war including control over 
the convertibility of sterling into other 
currencies. This had a tendency to re- 
strict our dealings and retard our ad- 
vancement. Nevertheless, by the end of 
1948 the book value of our trust ac- 
counts had grown to £5,096,000. 

In the past ten years our accounts 
have increased considerably. December 
1958 figures show that assets of all types 
deposited with us amount to over £29,- 
000,000. The same classifications still 
identify our accounts. The affairs of our 
Department today are entrusted to seven 
officers and twenty-seven staff members, 
and include supervision of the following 
services: 


Executor and Trustee of Wills 

Administrator of Estates 

Trustee (original or successor) 

Management of investments and mort- 
gages 

Trustee in respect of Deeds of Cove- 
nant 

Trustee for 
mortgages 

Attorney for resealing Grants of 
Probate 

Attorney acting under a Power of 
Attorney; and to act as Receiver, 
Manager, Agent and Liquidator 

Committee for an incompetent 


debenture holders and 


Government Taxes and Controls 


The great influx of additional capital, 
while not atributable to any one factor, 
has come largely from people in many 
parts of the world seeking political sta- 
bility and an equable tax climate. 

In Bermuda there is no tax on income, 
dividends, profits, capital gains, estates 
or successions. There is, however, a tax 
of £200 per annum imposed on Ex- 
empted Companies and Partnerships re- 
gardless of the amount of capital or 
scope of operations involved. 

Exempted Companies must maintain a 
registered office in Bermuda, and at 
least a majority of the directors ordi- 
narily must be resident here. These com- 
panies are not empowered to trade or do 
business locally, but may trade in any 
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The Bank of N. T. Butterfield & Son, Limi- 


ited, at Hamilton, Bermuda. 


other part of the world from their 
offices in the Colony. They are thus 
“exempted” from legal provisions re- 
lating to the nationality of shareholders. 

Under the Exempted Partnership Act 
of 1958 it is possible for non-residents 
to register articles of partnership here. 
The partnership is required to have a 
registered office and a manager in our 
Islands. In both cases administrative, 
secretarial and banking facilities are 
available. 

The Bermuda Government has taken 
measures to encourage the incorporation 
of Exempted Companies and Partner- 
ships in Bermuda, and empowered the 
Governor-in-Council to give undertak- 
ings that should at any future time a tax 
be imposed upon dividends, profits or 
income, or capital gains, such tax will 
not affect these companies for a period 
of thirty years calculated from June 16th 
1956. 

Bermuda has its own Currency and 
Exchange Control Board, which, al- 
though independent, works in proper 
conjunction with the other members of 
the sterling area in administering ex- 
change control. All non-sterling assets 
come within its jurisdiction, thus it fol- 
lows that Bermudian account holders 
generally are not permitted to hold for- 
eign exchange for business or personal 
transactions. These funds must be con- 
verted into sterling and deposited with 
the local banks. Foreign exchange ex- 
penditures, after being approved by the 
Board, are purchased through the hanks 
here. 

In 1939, at the outbreak of the second 
World War, all Bermudian account 
holders with dollar investments vere 
allowed to retain them after they were 
reported to the Control Board. In prac- 
tice, these securities were almost » ith- 
out exception already lodged wit! the 
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local banks, who then continued to hold 
them as authorized depositories to the 
Bermuda Currency and Exchange Con- 
trol Board. Investment changes are per- 
mitted only with the Board’s approval, 
but all foreign exchange income is con- 
verted into sterling. 

Bermudian accounts may increase 
their dollar holdings by purchasing in- 
vestment dollars through London. The 
rate of exchange for “investment dol- 
lars” varies greatly, and is governed by 
the supply and demand. For example, at 
the time of the Suez crisis the premium 
on these dollars rose to 20%, whilst at 
present an investor pays a nominal 14%. 
The investor is naturally influenced by 
the premium in making investment de- 
cisions. 

An American or Canadian citizen can 
have respectively an American or Can- 
adian account without restrictions. 








It is our policy to maintain accounts 
insofar as possible in their original cur- 
rency. In view of this, it is quite pos- 
sible for a client to have an account 
with us in Bermuda, London, South 
African and Australian Sterling, Can- 
adian and United States Dollars—a mat- 
ter of particular interest to those who 
may have to deal with the accountancy 
details of trust work. Such a method, 
whilst required by our clients, is not 
simple to manage; but a system has 
been developed which is not cumber- 
some and works effectively. 















frust Department Methods 


will be appreciated that our book- 
keeing system was manual until 1948, 
wh» we installed machines similar to 
thos used by small trust companies in 
the | nited States and Canada. Our book- 
kee ng and record methods have been 
mc-rnized from time to time, benefit- 
Ing ‘rom the advice and experience 
ga: -d from our correspondents in finan- 
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cial centers of the world. Today we are 
awaiting delivery of an order of elec- 
tronic machines. 

Opportunities are given to officers and 
staff members to go to different parts of 
the world from time to time so that we 
can keep abreast of the changing condi- 
tions, systems in accountancy and in 
trust business. This is an important fac- 
tor for a small island in mid-Atlantic 
doing trust business with most of the 
major countries of the world. 

The Trust Department’s association 
with the legal fraternity has been very 
pleasant with understanding, coopera- 
tion and assistance being of mutual bene- 
fit to us and our customers. 

Many of our original accounts remain 
with us, although through the years the 
classification may have changed, i.e. 
Management to Estate to Trust. One of 
our old accounts made us realize one 














































Portion of trust department quarters of The Bank of N. T. Butterfield & Son, Limited. 


vannot always label an account “Fin- 
ished Business”. 

We were appointed to act for an in- 
competent. After a time the incompetent 
died intestate, and we found ourselves 
obliged to take administration of the es- 
tate. The assets of the decedent were a 
substantial amount of cash, commercial 
premises and_ residential property 
abroad. 

In the local premises, some quarter of 
a century before this person’s death, a 
thriving souvenir and novelty business 
had been operated. It was a seasonal 
business with a branch being maintained 
at Saratoga, New York. The stock, as 
our client gradually became a recluse, 
had been accumulating for years, and a 
physical examination of the property 
after death presented many surprises. 
Included in the stock were one million 
tie pins, several bales of Italian coral 
necklaces, incomplete sets of china, a 
considerable assortment of semi-precious 
stones and jewelry, and in a warehouse 


five large trunks full of amber. To detail 
the inventory took a special staff three 
months. 


There were no apparent heirs, and for 
three long years we searched for clues. 
The matter, briefly resolved, was that the 
decedent’s grandparents had left Poland 
at the time of Bismarck and migrated to 
the United States with other members of 
their family. They fought in various 
phases of the American Civil War, and 
we were able to find evidence that sev- 
eral members of the family were buried 
in churchyards in Long Island, N. Y., 
and in one or two southern city ceme- 
teries. 


The decedent’s immediate family came 
to Bermuda, and she was the only issue 
of that particular marriage. She married 
an English sea captain, and apparently 
for a time lived at sea on a sailing ship 
with her husband. They had one child, 
a son, but unfortunately the marriage 
did not endure, the son died at the age 
of twenty-one of an incurable illness, and 
his mother then gradually shut herself 
in from the outside world. 


As life ran out various legal processes 
entered the picture, and we became in- 
volved. We obtained information relat- 
ing to the heirs both locally and through 
various international organizations, that 
included retaining the services of what 
is known as a “sworn interpreter,” who 
searched the remnants of the records in 
that war-torn country of Poland. Hav- 
ing exhausted all possibilities of the 
heirs that occurred through the male 
line, we proceeded through the female 
line and finally found a nephew who, as 
far as can be ascertained, appears to be 
the heir. In accordance with our law 
this nephew is allowed claim to the as- 
sets, but he is liable for a period of 
twenty-one years to be challenged should 
any heir of the male line appear. 


This brief history has avoided the 
many details of Exempted Companies, 
Partnerships, Bermudian Trusts, and 
other facets of our work. Many booklets, 
memoranda and opinions have been 
written on the Incorporation of Exempt- 
ed Companies, Partnerships and forma- 
tion of Bermudian Trusts. These we 
would be happy to forward to any in- 
terested reader upon request. 


A. As 


@ Twenty-nine trustmen from 17 states 
attended Kennedy Sinclaire’s Thirteenth 
Trust Sales and Estate Planning Sem- 
inar in New York from April 27-30. 
Some 260 have now attended this four- 
day course. 
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TRUST QUOTES FROM ANNUAL BANK REPORTS" 


New business and earnings increased 
over the previous year. Gross revenues 
totaled $2,740,675 compared with $2,488,- 
457 in 1957 . . . 455 trusts and estates 
were opened and 355 terminated ... 
Assets held at year-end as trustee or 
agent amounted to $490,845,604. 

Title Insurance & Trust Co., 
Los Angeles 


New records in all significant cate- 
gories .. . Smaller corporate dividends 
resulted in the $27,372 decline in trust 
fees and commissions. 

Delaware Trust Co., Wilmington 


All segments of the Company’s trust 
business showed sizable increases . . 
Substantial increase in earnings ... The 
trust division’s contribution to the Com- 
pany’s overall profits was the greatest 
of any recent year . . . Common Trust 
Fund in its sixth year held record as- 
sets of $10,800,000. 

Chicago Title & Trust Co. 


All departments registered a signifi- 
cant increase in volume of business. . 
The number of new trust accounts 
opened and wills filed was most gratify- 
ing . . . 181 new living trust accounts 
authorized investment in Trust “A” 
Fund, (increase of 80 over 1957) bring- 
ing accounts in the Fund to 1,065 with 
total valuation of $8,500,000. 

Ann Arbor (Mich.) Trust Co. 


Volume of new business exceeded any 
previous year ... Income declined slight- 
ly (Fiduciary fees and other income 
$194,000 less than in 1957) .. . Common 
Trust Fund grew substantially. 

Detroit Bank & Trust Co. 


Record gains in all phases . . . Steady 
increase in the number and dollar value 
of living trusts, custody and investment 
advisory accounts bringing volume of 
immediate-income business to an all-time 
high . . . Number of wills filed at year- 
end was greatest in bank’s history... 
Common Trust Fund completed fifth full 
year of successful operation. 

Menufacturers National Bank, Detroit 


Continued growth ... Value of assets 
increased substantially and earnings con- 
tinued their upward trend . . . Number 
of accounts also showed a good increase 
. . . Substantial increase in wills on de- 
posit. 

National Bank of Detroit 


Trust department has kept pace with 
Flint’s great economic expansion . 
Our portfolios collectively contain such 
diverse classes of property as farms, oil 
interests, retail businesses, manufactur- 
ing, cemeteries, and real estate in most 
forms. More liquid assets — in stocks, 
bonds, cash and its equivalents — con- 


*Continued from April issue, p. 365. 
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stitute, however, the bulk of holdings. 
Complementing these in some cases are 
considerable investments in land con- 

tracts and mortgages on real estate. 
Citizens Commercial & Savings Bank, 
Flint 


New highs in virtually every phase of 
activities . . . Number of accounts in- 
creased 12%, value of assets 35%, wills 
on file 25% ... The living trust and 
the agency or investment management 
accounts are being promoted in an im- 
portant way and the increase in these 
two types of accounts is expected to con- 
tinue at a high rate. 

Genesee Merchants Bank & 
Trust Co., Flint 


Continued to expand activities . 
results very satisfactory ... Assets in- 
creased substantially .. . Considerable 
amount of valued new business added 
... Common Trust Fund continues to in- 
crease and is showing a satisfactory re- 
turn. 

Old Kent Bank & Trust Co., 
Grand Rapids 


A 10% growth in assets Net 
operating profit improved ... Two new 
investment funds for pension and profit- 
sharing trusts totaled $779,600 on March 
31 and $1,548,000 by the year-end. 

City Bank & Trust Co., Jackson, Mich. 


Enlarged acceptance and continued 
growth . .. Larger volume and lower 
unit costs have resulted in an increased 
contribution to. bank earnings (with no 
change in trust fee schedule) . . . Com- 
mon Trust Fund continues to grow... 

First National Bank & Trust Co., 
Kalamazoo 


Increasing number of living trusts and 
investment agencies . .. Trust accounts 
have passed the 383 mark. 

Union National Bank, Marquette 


Active year in managing investment 
funds . . . Volume of new business ex- 
ceeded that of any previous year... 
Growth of pension and profit-sharing 
trusts continued in both number of ac- 
counts and dollar value ... Income from 
fees exceeded any previous year. 

Northwestern National Bank, 
Minneapolis 


Continued growth Substantial 
estates added . . . Expanding activity in 
pension and profit-sharing trusts and in- 
vestment advisory agencies ... Rise in 
number of wills on file and in life in- 
surance trust agreements. 

American National Bank, St. Paul 


Bank achieved new highs in all cate- 
gories . . . Growth of department con- 
tinues and new auarters provide physical 
facilities “second to none” . . . Opera- 
tions were departmentalized and a new 
department on investments set up... 





Trust department now has seven offi- 

cers and 18 employees. 
Deposit Guaranty Bank & Trust Co., 
Jackson, Miss, 


Continued upward trend .. . Satisfac- 
tory increase in assets . Common 
Trust Fund increased 43%. 

First National Bank, Jackson, Miss. 


Trust department expanded in space 
and personnel to meet increasing de- 
mands, including rapidly growing pen- 
sion and profit-sharing trusts. 

City National Bank & Trust Co. 
Kansas City, Mo. 


Greater volume of business . . . Both 
number and size of personal estates ad- 
ministered were larger than any previous 
year . . . Number of wills on file in- 
creasing ... Pension trust division de- 
veloped retirement program for corre- 
spondent banks . . . Demand for invest- 
ment supervision and custody of securi- 
ties reached a new high. 

Commerce Trust Co., Kansas City, Mo. 


Electronic bookkeeping is being pro- 
gressively acquired . . Net increase 
in assets $38,500,000 . . . Department 
has come to be the largest in the Tenth 
Federal Reserve District Staffed 
with 65 people representing 778 years of 
experience. 

First National Bank, Kansas City, Mo. 


Steady growth continues and opera- 
tion results in a substantial profit. 

Union National Bank, 

Kansas City, Mo. 


More new business in terms of dollar 
totals and number of accounts than in 
any previous year. 

Boatmen’s National Bank, St. Louis 


Engaged in trust service exclusively 

. . . Oldest trust company in Missouri 

administering the largest volume of trust 
business in the state. 

St. Louis Union Trust Co. 


A successful year with wider ac- 
ceptance ... Particular increase in em- 
ployee benefit and welfare plans . . .- 
Mercantile Collective Funds contributed 
substantially to this growth . . . Our 
Correspondent Bank Pension and Profit 
Sharing Trusts established last year 
have experienced considerable growth 
... Our division handling stocks in close- 
ly held and family companies belonging 
to trust accounts is receiving an ever-in- 
creasing volume of business . . . Increase 
in total accounts, the largest being in 
living trusts and probate estates. 

Mercantile Trust Co., St. Lows 


Rapid growth in number of acco nts, 
value of assets and gross earnings . -- 
Increased number of wills on file. 

Continental National Bank, Livcoln 
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Growth of trust department at New Jersey 
Bank and Trust Co. 





Steady growth in size and number of 
trusts . . . Increasing interest of cor- 
poration and business management in 
employee retirement programs is_ re- 
flected in additional business . . . Most 
modern electronic tabulating and ac- 
counting equipment installed. 

Omaha National Bank 


Earnings continued to expand, making 
an ever-increasing contribution to bank 
earnings . . . Substantial new business 
and new will appointments obtained. 

First National Bank of Nevada, Reno 


Spectacular growth again ... 17 new 
accounts increased total assets by over 
$3,000,000 . . . Now servicing 150 trusts 
With asset market value in excess of $11 
million, 

Concord (N. H.) National Bank 


Oldest operating trust department in 
the state . . . continued nice growth. 
Camden (N. J.) Trust Co. 


Substantial amount of new business 
Gratifying number of will appoint- 
Ments ... Assets again at a record high 
(7% inerease) . . . Discretionary Com- 
mon Trust Fund split into Fund “A” 
(common stocks) and Fund “B” (bonds 
anc preferred stocks). 
First Camden (N. J.) National 
Bank & Trust Co. 


Giving serious attention to pension 
anc profit-sharing plans . . . Estate 
Planning must also be brought to the 
attention of our customers. 

Union County Trust Co., Elizabeth 
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Steady growth . . . Trust fees in- 
creased, refiecting the larger volume of 
business handled. 

Citizens National Bank, Englewood 


Now one of the bank’s major divisions 
...In process of greatly expanding serv- 
ices and facilities. 

Peoples Trust Co. of Bergen County, 
Hackensack 


Increase in activity and liberal addi- 
tions to personnel and equipment... 
As transfer agent, well over 100,000 
stockholder accounts were entrusted to 
the bank’s care. Total market value of 
securities for which the department acts 
as custodian now exceed one billion dol- 
lars ... Profit-sharing and pension trust 
business increased. 

First National Bank, Jersey City 


Other operating income, which in- 
cludes earnings of the Department of 
Estates and Trusts, service fees, safe 
deposit rentals and miscellaneous fees, 
was $848,690 ... the largest for any 
year ... Substantial growth continued 
... 189 new will appointments represent- 
ing million of dollars brought total num- 
ber to 2,108 ... A large amount of new 
business in the form of estates, living 
trusts, custodian accounts — including 
many with investment supervision. 

Montclair (N. J.) National Bank 
& Trust Co. 


This extremely important department 
and consistent contributor to our profits 
enjoys an enviable reputation in financial 
circles ... We are now prepared for the 
substantial additional business we will 
continue to receive ... On February 1 
we will start two Common Trust Funds 
(one for common stocks, one for legal 
bonds and preferred stocks). 

Trust Company of Morris County, 
Morristown 


One of the more successful years... 
Continuing growth in pension and profit- 
sharing trusts established . Legal 
Common Trust Fund in its fifth year 
continued to be an excellent means of 
achieving investment diversification for 
more than 300 participating trusts. 

Fidelity Union Trust Co., Newark 


45 new will appointments brought the 
total to 5,595 . .. There were 783 ac- 
counts as executor, administrator, trus- 
tee under will or agreement, guardian 
of minors or incompetents and 161 ac- 
counts as escrow agent, investment ad- 
viser for individuals, pension and wel- 
fare funds or as custodian. The total 
944 accounts represent a gain of 37 for 
the year ... Growth of the Discretionary 
Common Trust Fund exceeded expecta- 
tions. On October 31, 74 trust accounts 
participated to the extent of $1,129,524. 

Howard Savings Institution, Newark 


Expanded materially during past few 
years ... now serves people throughout 
New Jersey . . . Number of wills filed 
now the greatest in the bank’s history 


. . . Among the services which have 
grown notably are living trusts, securi- 
ties custody, investment guidance coun- 
sel, pension and profit-sharing trusts, 
and estate planning. 

National State Bank, Newark 


Trusts assets and earnings again in- 
creased substantially over previous 
years . . . Gross earnings increased 
25% ... Number of trust accounts and 
total asset value were at a new high... 
Value of new business satisfactory. 

First National Bank of Passaic 
County, Paterson 


The size of the trust business relative 
to the bank’s assets reflects public recog- 
nition of the many years of proven serv- 
ice and convenience, quality and breadth 
of our trust facilities (book value over 
$56,000,000). 

Plainfield (N. J.) Trust State 
National Bank 


Steadily growing, both in volume and 
number of accounts . . . Increasingly 
greater use of custodians, investment ad- 
visory and estate planning services as 
well as will appointments. 

Frist National Bank, Princeton 


Increased earnings and volume ... 
24 new accounts brought the net total 
to 288 . . . Income collected for our ac- 
counts exceeded $2,000,000, another rec- 
ord . . . Diversified Trust Fund in its 
ninth year increased to $5,500,000. Its in- 
come per unit was at a near all-time 
high. The wisdom of our directors in 
creating this fund we believe to be self- 
evident ... The annual examination re- 
port of our auditors again contained the 
following tribute to our trust division: 
“This department was found in its usual 
excellent condition ...” ... All depart- 
ments have moved to enlarged, more 
convenient and attractive quarters in 
recognition of increased growth and of 
rendering personalized fiduciary and 
other services ... Our investment policy 
will continue to stress industry and 
company selection with little weight 
given to market averages. 

Princeton (N. J.) Bank & Trust Co. 


Another successful year . . . Number 
of accounts and value of assets reached 
an all-time high . . . Many new accounts 
including estates, trusts and custodian 
accounts ... (A six-year table shows 
trust assets increased from $1,267,545 
in 1948 to $5,068,462 in 1958.) 

Monmouth County National Bank, 
Red Bank 


Continued growth resulted in earnings 
larger than any previous year. 

Citizens First National Bank & 

Trust Co., Ridgewood 


The trust department has been moved 
to the new ground floor area and this 
important and growing department now 
is provided with spacious, attractive 
quarters. 

Summit (N. J.) Trust Co. 
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Trusts under wills and agreements 
$30,915,520; Executorships, Guardian- 
ships and Committeeships $7,989,577; 
Pension, Profit Sharing and Other Cor- 
porate Trusteeships $14,396,128; Agency 
Management, Custodian and Other Fidu- 
ciary Accounts $35,359,286; Total $88,- 
660,511. 

National Commercial Bank & 
Trust Co., Albany 


Steady growth ... Department utilized 
by greater number of individuals and 
corporations. 


Liberty Bank, Buffalo 


Automation of accounting procedures 
Pooled investment fund provides 
valuable service to firms in the area 
with qualified employment benefit trusts. 
Manufacturers & Traders Trust Co., 
Buffalo 


An IBM 650 magnetic tape system has 
been installed on a leased basis and is 
being used in the first instance for 
mutual fund accounting, an important 
function of our trust department. 

Bank of New York 


By far the largest share of our service 
income arises from the operations of 
our trust department, which set a new 
high mark for total volume and income. 

Bankers Trust Co., New York 


More than 2,200 men and women in 
the trust department (out of total staff 
of 14,000) . New peaks attained in 
both fees earned and number of estates 
handled . . . Investment service division 
continued steady growth with resulting 
fees and commissions . . . Personal trust 
division recorded a new all-time high in 
the volume of funds received. 

Chase Manhattan Bank, New York 


Enjoyed its most successful year . . 
20% increase in new estates, trusts and 
investment management accounts (in 
dollar value) . Many will appoint- 
ments .. . Record number of customers 
using investment management service 

Pension and profit-sharing trusts 
administered for an increasing list of 
America’s leading corporations. These 
funds have grown to large proportions 
and represent a major investment re- 
sponsibility of the bank. 

Chemical Corn Exchange Bank, 
New York 





Continues to produce a satisfactory re- 
turn although fees and commissions were 
somewhat less than the previous year 

. . Large increase in pension and 
profit-sharing division ... Common Trust 
Fund completed sixth year with assets 
value of $5,721,711 ... Has fully demon- 
strated its value as an _ investment 
medium for moderate sized accounts. 

Empire Trust Co., New York 


Rapid growth and expansion .. . Asset 
growth in one year over 100% 
added new union pension, insurance and 
welfare trusts . . . Personnel increased 
and larger quarters obtained. 
Federation Bank & Trust Co., 
New York 


Department is steadily being enlarged 
.. . Increasing number of will appoint- 
ments . . . Growing proportion of busi- 
ness is made up of executorships and 
trusts under will. 

Fiduciary Trust Co., New York 


Continuing growth ... Value of funds 
held as trustee, custodian or in other 
fiduciary capacities reached a new all- 
time high .. . Net earnings were slightly 
larger . . . Expenses and number of em- 
ployees are down from a year ago. 
Administering increasing number of em- 
ployee benefit funds. Largest in numbers 
are pension funds for corporations and 
joint labor-management groups. Others 
are becoming increasingly numerous in- 
cluding profit-sharing, thrift, welfare 
and supplemental employment benefit 
funds. Also we have now in operation 
our General Employee Benefit Trust to 
give relatively small funds the ad- 
vantages formerly available only to 
larger funds . .. The number and value 
of executor and testamentary trustee 
appointments were of record or near 
record proportions . . . Investment ad- 
visory service reached all-time peak. 

First National City Trust Co., 
New York 
(formerly City Bank Farmers Trust Co.) 

Record growth in number of new ac- 
counts . . . Activities expanded in both 
volume and variety, including additional 
investment advisory accounts ... Gross 
revenues reached an all-time high... 
Total assets up 15% More new 
wills than any preceding year. 

Grace National Bank, New York 





This photo from the an- 
nual report of Chemical 
Corn Exchange Bank, 
New York, shows the 
Bank’s investment officers 
“who confer continuous- 
ly on economic and other 
factors affecting the in- 
vestments of customers.” 
In the group (I. to r.) 
are: Alfred H. Hauser, 
vice president in charge 
of Investment Division; 
vice presidents W. Brew- 
ster Winton, Donald C. 


Patterson and R. Penfield Brown; Ralph E. Northrop, assistant vice president, and 
John D. Hayden, analyst. 
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Another successful year .. . Incresse 
in executors’ commissions received . 
Two new Common Trust Funds (equ ty 
and fixed income) established, providing 
a flexible diversification for each part ci- 
pating trust ... Number of employee 
benefit trusts increased as did dollar vol- 
ume of reserves ... The two Comingied 
Funds (for smaller and moderate sized 
employee benefit trusts) grew at an ac- 
celerated rate. 

Guaranty Trust Co., New Y ork 


Net earnings established a new record 
. . . Substantial increase in both estate 
and trust volume . . . Established new 
Common Trust Fund and equity invest- 
ments as well as an equity and a fixed 
income investment fund for pension and 
profit-sharing accounts ... Will review 
and estate analysis group experienced a 
steadily increasing demand for its serv- 
ices .. . Significant increase in commis- 
sions from agencies, 
Hanover Bank, New York 


Uninterrupted rise in volume of per- 
sonal trust business . . . Automatic de- 
vices in use today in our trust activities 
have made it possible to mechanize many 
former hand operations, 

Irving Trust Co., New York 


Continued to grow . . . New accounts 
evenly distributed among the various 
services Employee benefit trusts 
comprise an important part of our busi- 
ness. Their potential growth is higher 
than that of any other fiduciary service 
because annual contributions are vir- 
tually always larger than disbursements 
... We broadened our Group Trust Pro- 
gram (for employee benefit trusts) by 
establishing two separate funds — one 
composed of bonds, preferred stocks and 
mortgages and the other of common 
stocks ... The number of trusts handled 
through this program continued to grow. 

Manufacturers Trust Co., New York 


Business approximated that of a year 
ago, the lower volume experienced by 
the Stock Transfer Division having been 
largely offset by increases in other divi- 
sions ... The Pension Division has had 
the most spectacular growth with 1958 
fees well over 1957 and a ten-fold growth 
in volume in a decade, At mid-year the 
Collective Pension Trust was split into 
two funds, equity and fixed income ..: 
More and larger estates under admini- 
stration than ever before. 

Marine Midland Trust Co., New York 


Annual income from administration of 
personal trusts and pension and _ profit 
sharing trust’ has more than quadrupled 
since 1949 . . , Investment advisory serv- 
ices have shown a comparable increase 

Fees earned from fiscal agency 
services have more than doubled . 
Fees and commissions again showed sub- 
stantial increase, attesting to growth o 
Company’s activity in trust, investment 
advisory and fiscal agency fields. 

J. P. Morgan & Co., New York 
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Charles Seuffert, vice president and trust 
officer at Genesee Valley Union Trust Co., 
Rochester, illustrates typical relationship 
between officers and families they serve. 














Highly satisfactory results in the ad- 
ministration of trusts, estates, custody 
and other accounts. 






New York Trust Co. 


Completion of our new quarters at 45 
Wall Street proceeding satisfactorily and 
we anticipate occupancy during the sum- 
mer of 1959... Fiduciary and other com- 
missions increased from $6,630,555 to 
$6,777,667. 

United States Trust Co., New York 

Very substantial growth ... has played 
a prominent role in the bank’s progress. 

First Westchester National Bank, 
New Rochelle 


A year of unprecedented activity, par- 
ticularly due to new estates ... Total 
assets increased by $2,400,000 to over 
$15,000,000. 

Exchange National Bank, Olean 






















Growth continued on the same upward 
trend... special interest in estate plan- 
ning, investment management and em- 
ployee benefit programs. 

Central Trust Co., Rochester 









“The story of our trust department is 
a warm human story of close relation- 
ships between trust officers and families 
Whose affairs they administer.” 

Genesee Valley Union Trust Co., 
Rochester 










Growth has continued with a strong 
upward trend ... Many new customers 
».. Total assets represent an increase 
of $34,626,232 . Punched card ac- 
counting employed by the trust depart- 
ment for 20 years . . . Electronics being 
now introduced to commercial bookkeep- 
ing, 











Lincoln Rochester Trust Co. 












Most successful year .. . Number and 
amount of safekeeping and invest- 
advisory accounts established in- 
d substantially Number of 
‘states largest in many years... 

‘ in pension trusts steadily mount- 

. “The extent of the business 
d in the department cannot be 
sured by our balance sheet. Trans- 

«3 totaling millions of dollars are 
ied annually. And certainly no one 

“casure the benefits of the services 
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performed for widows, infants and 
others. In addition, the clients of this 
department almost without exception 
are presently using or are fine pros- 
pects for the many other banking serv- 
ices we offer. 

First Trust & Deposit Co., Syracuse 


Marked progress . . . New enlarged 
trust department established at main 
office . . . A recent analysis of our ac- 
counts shows women are sole signers or 
co-signers of: 60% of our checking ac- 
counts; 85% of savings accounts; 56% 
of installment loan accounts; 60% of 
our safe deposit boxes. More than half 
our shareholders are women. 

Lincoln National Bank & Trust Co., 
Syracuse 


A very gratifying growth .. . especial- 
ly in estate planning and investment ad- 
visory services. 

Merchants National Bank & 
Trust Co., Syracuse 


Assets increased by $10.6 million to 
$79 million. An additional $2.1 million 
was acquired from Farmers National 
Bank & Trust Co., Rome (by merger) 
. .. Among the accounts previously ad- 
ministered by Farmers National are 
many small trusts which will now be 
eligible to participate in the Legal Com- 
mon Trust Fund with consequent bene- 
fits to beneficiaries . . . Total fiduciary 
funds are divided as follows: Trusts 
under wills and agreements $11,737,456; 
Executorships, guardianships and com- 
mitteeships $2,580,912; Custodianships 
and other fiduciary account $66,844,974. 

Marine Midland Trust Co. of The 
Mohawk Valley, Utica 


Marked increase in volume of service 
...In our new office (1959) the facilities 
which are presently so badly congested 
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Lincoln Rochester (N. Y.) Trust Co. report 
charts trust growth. 





will be much more adequate and repre- 
sentative . . . The Women’s Forum is 
now a traditional event . .. The response 
in the Spring of 1958 was most gratify- 
ing ... Dollar volume of new trust and 
investment business reached an all-time 
high Substantial increase in the 
number using our investment advisory 
service Number of pension and 
profit-sharing trusts has also shown 
marked gain. 
Oneida National Bank & Trust Co., 
Utica 
Continued steady growth evidenced by 


number of new accounts and substantial 
and increasing number of fiduciary ap- 


pointments under wills . . . Mechanized 
accounting . . . Additional experienced 
personnel ... Active accounts represent 


all types of trust services. 
Meadow Brook National Bank, 
West Hempstead 








Complete facilities for handling your 
Banking and Fiduciary Business 


promptly and effectively. 


tke FIFTH THIRD [JNION TRUST co. 


CINCINNATI, OHIO 











Activities continue to expand... In 
1958 the number of transactions as ex- 
ecutor, trustee and investment adviser 
averaged about 240 a day and involved 
clients not only in Westchester County 
but also in 31 states, Washington, D. C., 
and nine foreign countries . .. The dra- 
matic (trust) film, “So Little for Eve,” 
was shown to 40 groups totaling 3,000 
persons throughout the county. 

County Trust Co., White Plains 


Satisfactory growth . . . Investment 
advisory service offered to trustees, in- 
stitutions and organizations as well as 
individuals. During the year we have 
been retained as investment adviser to 
trustees of several union pension and 
welfare funds . . . Pension and profit- 
sharing services expanded by establish- 
ment of the first Group Investment 
Funds Plan in Westchester County 
(pooled investment fund for pension 
and profit-sharing trusts) ... The bank’s 
Legal Common Trust Fund completed 
its first year of operation . . . operation 
shows its utility. 

National Bank of Westchester, 
White Plains 


New peaks in net increase of assets 
and gross receipts . . . New will ap- 
pointments exceeded in number and size 
any previous year. 

American Commercial Bank, 
Charlotte 


New estates and trust accounts re- 
ceived, and new wills naming the bank, 
exceeded the figures for any previous 
year. Assets at inventory or cost value 
were as follows: Cash $704,084; Stocks 
$3,270,728; Bonds $1,004,426; Mortgages 
$500,488; Notes $416,435; Savings & 
Loan $737,300; Micellaneous $390,811; 
Real Estate $5,504,508; Undivided Profit 
$26,742; Total $12,555,471 New 
appointments were as follows: Executor 
15; Administrator 22; Trustee 37; Guar- 
dian 24; Agent 16; Total 114... New 
wills known to have named the bank as 
executor or trustee numbered 90. 

Peoples Bank & Trust Co., 
Rocky Mount 


A new high in volume of business and 
in new business ... Now acts as trustee 
for more than 200 pension and profit- 
sharing trusts with assets of over $125 
million. 

Wachovia Bank & Trust Co., 
Winston-Salem 


Now servicing over $50,000,000 more 
in net assets than in 1948. Earnings in- 
creased 159% over 10 years ago... 
Work requires full time of staff of 41 
people. 

First National Bank, Akron 


Substantial growth in assets reflecting 
record level of activities . . . Increasing 


number of corporate customers (includ- 
ing pension and profit-sharing plans). 
Harter Bank & Trust Co., Canton 
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Marked increase in the gross amount 

of business ... By the end of 1959 the 

entire fourth floor will have been re- 

modeled to provide adequate facilities 

for our trust customers, 

Fifth Third Union Trust Co., 
Cincinnati 


Number of corporate and individual 
customers continued to increase. One 
of the principal trust services used by 
corporations is that of trustee of pension 
and profit-sharing funds ... A pooled 
investment trust for employee benefit 
plans is proving beneficial . . . Increase 
in individual agencies and living trusts 
.. . large number of will appointments. 

First National Bank, Cincinnati 


Growing use of trust department 
helped make possible bank earnings in 
excess of any previous year. 

Provident Bank, Cincinnati 


Measured by growth of assets, operat- 
ing earnings, new business and will ap- 
pointments, the department experienced 
its most successful year . . . expansion 
in the field of pension and profit-sharing 
trusts . . . The trust department ex- 
pansion has contributed significantly 
over the years to the growth of the bank. 

Central National Bank, Cleveland 


Continued steady growth ... Effective 
investment administration of many of 
our smaller trusts is greatly facilitated 
by our General Trust Fund which com- 
pleted its 13th year. Almost 1,500 trusts 
hold participations. 

Further substantial gains in all phases 

. Increased contribution to earnings 
of the bank . . . Modest increase in fee 
schedule ... Investment advisory service 
growing in popularity ... Number and 
dollar volume of employee benefit plans 
under supervision reached all-time highs 
...- Common Trust Fund and Investment 
Fund for Retirement Trusts permit 
superior investment service to moderate 
sized accounts. The growth of these 
funds reflects a gratifying acceptance 
by our customers ... Again sponsored 
a tax forum for attorneys, accountants 
and life underwriters and a series of 
finance forums for women. 

National City Bank, Cleveland 
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DECADE OF GROWTH 
IN TRUST ASSETS 
- (Millions), 


Trust asset growth at Wachovia Bank & 
Trust Co., Winston-Salem. 





Continues to grow in all classes of 
trust business... 
Union Commerce Bank, Cleveland 


Continues to show growth in dollar 

volume and number of accounts... 
Winters National Bank & Trust Co., 
Dayton 


In the past ten years the department 
has grown by more than 350% .. . in- 
creasing number of living trusts and 
investment management accounts. 

First National Bank, Mansfield 


Overall increase of business . . . Liv- 
ing trusts and profit-sharing accounts 
showed noteworthy growth . . . Diversi- 
fied Trust Fund, now in its ninth year, 
continued to increase in popularity and 
has proved to be an excellent investment 
medium for medium-sized and small 
trust accounts ... Trust and safe deposit 
fees provided 20¢ of the operating in- 
come dollar. 

Ohio Citizens Trust Co., Toledo 

Continued growth ... Increasing num- 


ber of individual and corporate 
tomers. 


cus- 


Toledo Trust Co. 


Assets increased from $12.6 million to 
$15.3 million ... Earnings very satis- 
factory and indications promising for 
the future. 

Second National Bank, Warren 


Continued to grow in volume and num- 
ber of customers. Several beneficiaries of 
trusts have been so well pleased by the 
performance of our trust department 
that when they received the balance of 
trust funds upon termination of the 
trust, they chose to create new custody 
or trust agreements so that our trust 
department might continue to handle in- 
vestments for them. 

Mahoning National Bank, Youngstown 


Steady increase in all divisions ... 
At end of 7th year the Common Trust 
Fund held assets of $4,200,000 with 140 
participating trusts. 

First National Bank & Trust Co., 
Oklahoma City 


Assets increased by $20,923,295 to 
total of $165,307,295, double the in- 
crease of the previous year . . . Growth 
in number of accounts . . . Women’s fi- 
nance forum held for 225 business and 
professional women. 

Liberty National Bank & Trust Co., 
Oklahoma City 


A truly rewarding year .. . Assets, 
which increased from $306,998,000 to 
$333,046,000 have doubled in five years 

Substantial increase in will ap- 
pointments . . . Good growth in number 
of new pension and profit-sharing plans 
. . . More corporate customers for man- 
agement of their security investments 

. Common Trust Fund ended its fourth 
year continuing in popularity. 

First National Bank & Trust 0% 
Tulsa 
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RULING OF CONSIDERABLE INTEREST 

has been announced by the Board 
of Governors of the Federal Reserve 
System. It is to the effect that the trans- 
fer of assets (other than United States 
savings bonds and certain unmarketable 
Treasury bonds) from individual trusts 
to a common trust fund is contrary to 
the letter and spirit of Regulation F. 
This ruling, reproduced herewith in full, 
has at the present writing been pub- 
lished only in the Federal Register for 
April 11, 1959, at page 4804. 

The opinion of the Board of Gov- 
ernors has been requested as to whether 
the transfer of assets from individual 
fiduciary accounts to a common trust 
fund, in exchange for participations 
therein, would be permitted under Sec- 
tion 17 of Regulation F. 

The words contained in Regulation 
F in connection with the investment of 
individual accounts in a common trust 
fund are confined to ‘‘funds’’ or 
‘moneys’, terms connoting cash. Thus, 
itis clear that the direct exchange of 
} assets, other than cash, for units of a 
common trust fund is not contemplated 
by the Regulations. The only exception 
to this is in the case of United States 
savings bonds and certain nonmarketable 
Treasury bonds (1951 Bulletin 510). It 
is stated that in practice a bank would 
sll assets of individual trusts to the 
common trust fund, ascertain the sale 
price of the transaction, and then par- 
ticipate the account to this amount, plus 
or minus a small amount of cash to pro- 
vide for the purchase of whole units. It 
Temains, then, to determine if inter-trust 
dealing may be employed by a bank to 
do indirectly what it cannot do directly. 

The procedures through which it is 
Proposed to accomplish the sale of se- 
curities to the common trust fund and 
the concomitant purchase of units there- 
in appear to be surrounded with a num- 

















































t . . . 
- “) sound administrative safeguards. 
“4 exercise of investment discretion by 
the try 





ist investment committee, however, 
oe susceptible to the application of 
xed procedures. The selection of se- 
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TRUST OPERATIONS and ADMINISTRATION .... 


Transfer of Assets to Common Trust Fund 


curities for a common trust must be 
decided solely upon investment con- 
siderations and the needs of particular 
accounts participating therein. Other ex- 
ternal factors should be excluded from 
the thinking of the trust investment com- 
mittee in reaching its decisions. If the 
proposed practice were permitted, it is 
believed that trust investment committees 
of banks administering common trust 
funds might tend to select the particular 
securities held in individual fiduciary 
accounts for additions to the fund pri- 
marily because of their availability. The 
effect on common trust fund portfolios 
exerted by such influence is believed un- 
desirable. Moreover, any such trans- 
actions between different trusts impose 
upon the trustee the burden of being 
able to justify the transaction as fair 
and not disadvantageous to both the 
buying and selling accounts; and it is 
believed that the saving of brokerage 
commissions by transferring assets to 
the common trust fund is far outweighed 
by the possibility that the bank may be 
compelled to defend its actions. 


It is the opinion of the Board, there- 
fore, that the exchange of assets, other 
than for cash or the nonmarketable 
United States obligations noted above, 
for units of the common trust fund, 
either directly or indirectly, is not in 
conformity with the letter and the spirit 
of Section 17 of Regulation F. 


THE UNIFORM FIDUCIARY 
SECURITIES TRANSFER ACT 


Many readers will recall the efforts 
that have been made, going back to at 
least 1951, to obtain some form of uni- 
form legislation which would do away 
with the necessity on the part of transfer 
agents to require a whole mass of sup- 
porting documents before it could safely 
transfer securities from or to the name 
of a fiduciary. In that year a special com- 
mittee of the American Bar Association 
was appointed to come to grips with this 
situation. The matter was considered by 
this committee together with numerous 


GEORGE C. BARCLAY 


Contributing Editor 


groups including representatives of the 
Stock Transfer Agents Association, vari- 
ous stock exchanges and the Commis- 
sioners on Uniform State Laws. 


It became increasingly difficult to ob- 
tain a meeting of the minds on how 
best to solve this problem, largely, it is 
believed, because at the outset the Com- 
missioners thought that it was adequately 
covered by their proposed Uniform Com- 
mercial Code. The other groups either 
did not agree with this belief or op- 
posed the Uniform Code for other rea- 
sons. In consequence, the Bar Associa- 
tion Committee drafted a so-called Model 
Act and it was adopted in 1957 by the 
states of Illinois, Delaware and Con- 
necticut. 


Meanwhile the Commissioners ap- 
parently realized that they were getting 
nowhere with their reliance on the pro- 
posed Uniform Code provisions and con- 
sequently set themselves, in cooperation 
with the other groups, to drafting a uni- 
form law on this particular subject. This 
proposed act was in the course of pre- 
paration in 1958 when the New York 
legislature passed the Model Act which 
was vetoed by the Governor largely due 
to the likelihood that a Uniform Act 
would shortly be ready for considera- 
tion. 


The Uniform Act follows the Model 
Act closely enough so that it is ac- 
ceptable to the other groups and also to 
transfer agents in the three states which 
have adopted the Model Act. According- 
ly the Uniform Act was introduced in 
the legislatures of a large number of the 
states in 1959. The results as of April 
17, 1959 were as follows: 

The bill has been enacted in Idaho, 
Nevada, New Mexico, New York, 
Tennessee and Wyoming, effective on 
various dates in 1959. 

The bill has been passed by one house 


of the legislature in California, Colorado, 
Rhode Island, Vermont and Wisconsin. 


The bill has been introduced in Maine, 
Michigan, Missouri, New Jersey, the 
Carolinas, Oklahoma and Texas. 
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The doctrine that a corporation or its 
transfer agent may be responsible in the 
event that a security transfer by or to a 
fiduciary amounts to a breach of trust 
and the corporation has failed to make 
an inquiry that would have disclosed it 
dates back to a decision of Chief Justice 
Taney about 110 years ago. This deci- 
sion was not in conformity with the 
common law of England where to this 
day such responsibility has never been 
recognized. There is no reason in logic 
why corporations and transfer agents 
should have to police the behavior of 
fiduciaries and the Uniform Act makes it 
clear that they will no longer have to 
do so. 

The act provides that the transfer 
agent need not inquire into the existence, 
extent or correct description of the 
fiduciary relationship where the transfer 
is to a fiduciary. Where the assignment 
is by a fiduciary the transfer agent is 
authorized to assume that the assignment 
is within the authority of the fiduciary, 
even if made to himself; that the 
fiduciary has complied with the terms of 
the instrument and with the law of the 
jurisdiction; and need not examine any 
document relating to the fiduciary re- 
lationship even if the document is in the 
transfer agent’s possession. There are 
suitable provisions in the act covering a 
minimum of documents which may be 
required when the transfer is by a fidu- 
ciary who is not the registered owner 
and where persons asserting claims to 
beneficial interests in the security have 
filed written notice thereof with the cor- 
poration or the transfer agent. There is 
also a general clause stating that “a 
corporation or transfer agent incurs no 
liability to any person by making a 
transfer or otherwise acting in a manner 
authorized by this act.” 

The act furthermore states the fol- 
lowing as respects jurisdiction: “The 
rights and duties of a corporation and its 
transfer agents in registering a security 


in the name of a fiduciary or in making 
a transfer of a security pursuant to an 
assignment by a fiduciary are governed 
by the law of the jurisdiction under 
whose laws the corporation is organ- 
ized.” This means that for transfer 
agents to be relieved of the necessity of 
requiring both the old procedure and 
the new it is a practical necessity that 
the Uniform Act be adopted in all fifty 
of the states and the District of Colum- 
bia. 


As can be seen from this very brief 
synopsis of the terms of the Uniform 
Act,* it would seem to offer a complete 
solution of all the problems relating to 
the furnishing of documents in order to 
obtain security transfers that have beset 
executors, trustees and other fiduciaries 
as well as transfer agents. By eliminating 
the present red tape it will save time and 
expense to both beneficiaries and fiduci- 
aries. It should be particularly helpful 
to attorneys, especially where they are 
representing individual fiduciaries. 
Every effort should be made by all local 
trust associations and bar associations 
to secure enactment of the Uniform Act 
in their respective states at the earliest 
practical moment. 


ACCUMULATIONS OF INCOME 
IN NEW YORK 


Out-of-state as well as New York legal 
and fiduciary advisers will be interested 
in the new law regarding income ac- 
cumulation and powers of appointment. 
It will be recalled that last year New 
York finally amended its archaic “two 
lives in being” rule against perpetuities 
so as to permit trusts to continue for 
“lives in being” provided the lives were 
not so numerous as to make proof of 
their termination unreasonably difficult. 
Except for the absence of a provision for 
a 21 year period in gross,; this change 


*Text can be found in T&E, Oct. 1958, p. 907. 
+A bill to this effect failed to pass this year. 
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brought the New York law generally into 
line with the rule in effect in almost all 
the other states. 


At its recent legislative session, New 
York took another step in the right 
direction by enacting an amendment 
which will permit the accumulation of 
income in a trust for the benefit of any 
person or persons during the time 
allowed for the suspension of ownership 
of property. Previously such accumula- 
tions in trust had been permissible only 
during the minority of an infant, could 
not be added to principal, and had to 
be paid over to the infant upon his at- 
taining the age of 21. This new legisla- 
tion is effective September 1, 1959, 
(Chapters 453 and 454 of the Laws of 
1959). 


Of perhaps more interest to nonresi- 
dents of New York having powers of 
appointment under New York instru- 
ments is a still further amendment in 
this field. There have been numerous de- 
cisions in New York to the effect that 
the validity of the exercise of a power 
of appointment depended on the law of 
the state having jurisdiction of the 
donor’s estate. Thus a nonresident of 
New York who had a power of appoint- 
ment under a New York will could not 
appoint the property in further trust un- 
less the duration of the combined 
original and appointive trusts was with- 
in the limitation as to time prescribed 
by New York law. Furthermore, the 
validity of the exercise of the power 
depended on the law of New York in 
effect at the time of the creation of the 
power. This meant that attorneys and 
trust men in other states, in advising 
persons having New York powers, had to 
be careful that no further trusts were 
created under such a person’s will for a 
period longer than that permitted by 
New York law. This led to the necessity 
at times of two estate plans, one covering 
the individual’s own property and the 
other with respect to any appointive 
property. Further confusion arose be- 
cause under New York law a residuary 
clause exercises a power of appoiniment 
unless a contrary intent appears. spe- 
cifically or by necessary implication. 


This situation has now been cured 
by a new statute (Chapter 456 cf the 
Laws of 1959) which provides that after 
September 1, 1958, the permissible num- 
ber of lives shall be determined under 
the law in effect at the time of the execu- 
tion of the power. This will vastly sim- 
plify the planning of the estates 0: per- 
sons with New York powers who :°side 
in other jurisdictions. 
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Illinois Trust Division 


Elects Johnson 


Howard J. Johnson, vice president, 
\merican National Bank & Trust Co., 
(hicago, was elected president of the 
linois Bankers Association’s Trust Divi- 
sion at the 22nd 
Annual Conference 
held in Mattoon. 
Mr. Johnson suc- 
ceeds William H. 
Handrich, trust of- 
ficer of First Na- 
tional Bank, Belle- 
ville, who automa- 
tically becomes a 
nember of the Executive Committee. 

Other elections included: Vice Pres. 
—John S. Parker, vice president of First 
National Bank & Trust Co., Rockford; 
Sec.—(re-elected) A. T. Etcheson, Divi- 
jon executive vice president. 

More than 100 trust men and lawyers 
from all over Illinois attended the Con- 
ference. After greetings from Associa- 
tion president Howard F. Sammon, com- 
mittee reports were heard on Legislation 
from Rollin B. Mansfield, vice president, 
First National Bank, Chicago; on the 
Trust Development School from William 
8. Dillon, vice president, American Na- 
tional Bank & Trust Co., Chicago; and 
on the Desirability of a State-Wide Com- 
non Trust Fund from Mr. Mansfield. 
This report summarized results of a sur- 
vey by the Association. 

Recent Developments on Estate and 
Gift Taxes were discussed by Vance 
Kirby, professor of law, Northwestern 
University, Richard Ryan, division man- 
ager of Carter Oil Co. in Mattoon, spoke 
on Oil Properties, so many of which are 
being placed in trust today. After 
luncheon, William G. Ericsson, assistant 
vice president, American National Bank 
‘Trust Co., Chicago, gave an illustrated 
talk on Trust Investments. 

Alumni of the Trust Development 
School held a breakfast meeting on the 
day of the Conference, and the Mattoon 
and Belleville banks were hosts for a 
party the preceding evening. 
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Avkansas Trustmen Meet 

Tie Sixth Annual Trust Conference 
sporsered by the Trust Division of the 
Arke»sas Bankers Association on April 
2l provided a day-long program in Lit- 













tle ick for trust men of that state. After 
gree'ings from Association president 
B. J. Uambert, Jr., who is also president 
of Bank of West Memphis, the delegates 
- a talk on “The Common Trust 
un 





by J. H. Bowen, vice president 
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and trust officer, Union National Bank, 
Little Rock. 

The second address of the morning, 
on “New Arkansas Legislation of Inter- 
est to Banks and Trust Companies” was 
given by Brooks Bradley, Little Rock 
attorney. Each of these talks was fol- 
lowed by a discussion period. The lunch- 
eon address was made by B. G. Moore, 
vice president and trust officer of First 
National Bank, Dallas, who spoke on 
“Trust Investments and a Sense of Val- 
ues.” 

A Trust Workshop occupied the after- 
noon hours. Leaders of this discussion 
period were: James H. Rice, Jr., assis- 
tant vice president and trust officer, First 
National Bank, Little Rock; E. J. Risley, 
vice president and trust officer, Commer- 
cial National Bank, Little Rock; and A. 
F. Williams, trust officer, Worthen Bank 
& Trust Co., Little Rock. 


A A A 


Indiana Trust Conference Held 


Indiana trustmen gathered at Indian- 
apolis April 27-28 for two days of ad- 
dresses and discussions that made up 
the program of the annual Trust Confer- 
ence sponsored by the Indiana Bankers 
Association. On Monday morning they 
were welcomed by Frank E. McKinney, 
who is president of both the Indianapolis 
Clearing House Association and Fidelity 
Bank & Trust Co., and listened to re- 
marks from William J. Riley, president 
of IBA and of First National Bank, East 
Chicago. The rest of the morning was 
devoted to a discussion of “New Legisla- 
tion of Interest to Trustmen.” 





At the afternoon session, the “Trend 
of the U. S. Economy” was presented by 
Dr. Harry C. Sauvain, chairman, depart- 
ment of finance, School of Business, In- 
diana University. “Low Yield Growth 
Stocks — Can a Trustee Justify Their 
Purchase?” was discussed by Luther C. 
Dilatush, vice president and trust officer, 
Merchants National Bank & Trust Co. 
Indianapolis. “What Do You Do for In- 
come in Today’s Stock Market?” was 
the subject of C. Dana Chandler, vice 
president and trust officer, Indiana Na- 
tional Bank, Indianapolis. Anchor man 
in this session on investment was Frank 
Travers, vice president, American United 
Life Insurance Co., Indianapolis, who 
spoke on “Some Views on Fixed Income 
Securities.” : 

Tuesday was devoted to the legal 
aspects of trust business. “The Lawyer 
in General Practice ‘and the Corporate 
Fiduciary” was the theme of an address 
by Fort Wayne attorney, Arthur C. 
Wright. “The Pour-over Trust — and 
Legal Problems” was discussed by Louis 
F. Bartelt, professor of law, Valparaiso 
University Law School. After luncheon, 
the delegates heard an address by 
Thomas C. Bigley, president elect of the 
Indiana State Bar Association. 


A &. S 


@ On May 1, banks and trust companies 
in all parts of the United States cooper- 
ated in the observance of “Law Day 
U.S.A.” by publishing advertisements in 
their local newspapers to focus attention 
upon the rights and privileges that 
Americans enjoy under our system of 
laws and courts. 





Missouri. 


from other states to Missouri. 





First Choice for Trust Service 
in Missouri 


The St. Louis Union Trust Company engages only in the trust busi- 
ness. It does no banking business. It accepts no deposits subject to 
check. It is the largest stockholder of the First National Bank in 
St. Louis, with which it is affiliated. It is the oldest trust company in 


We suggest consideration of our Company for ancilliary service in 
Missouri or where recommendations are to be made to people moving 


“Trust Service Exclusively” 


St. Louis Union Trust Company 
ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 
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ON THE PUBLICITY FRONT 


Newspaper Advertising 


“Responsibility,” “Service,” “Perspec- 
tive,” “Permanence” and “Group Judg- 
ment” are among the titles covered in a 
series of ads by Toronto General Trusts 
Corp. In each a brief paragraph enlarges 
upon the particular theme and the back- 
ground endeavors to convey a feeling of 
the quality discussed. For example, the 
Responsibility ad has a strong and solid 
wall as a background, Service features 
a man with a briefcase, Perspective uses 
the top of a high tower, Permanence a 
strong castle, and Group Judgment a 
frieze of silhouettes depicting the diver- 
sified experience of the men who make 
up the Group. 

“Things we can do for you” form a 
neat list in a Montreal Trust Co. ad that 
lines up nine services — advice on plan- 
ning the contents of a will, administering 
estates, caring for securities, managing 
real estate, acting as trustee, serving as 
guardian of minors, acting as committee 
or curator of property for incapacitated 
persons, preparation of income tax re- 
turns, and administering a tax deferred 
retirement savings plan. 

“Back of strength may lie weakness” 
observes United States Trust Co., New 
York, in an ad that discusses invest- 
ments. “There are times when the stock 
market is so strong that even the least 
experienced investor is apt to show 
gratifying gains . . . but they can be 
misleading as a yardstick .. . After 106 
years of investing ‘other people’s money’, 
we believe more firmly than ever that 
successful investing is one of the most 
highly specialized of all undertakings .. . 
Our method of operation differs some- 
what from that of any institution we 
know of; we should be glad to explain 
its practical advantages . . .” 

“Who are your legal heirs?” asks an 
ad of Atlantic National Bank, Jackson- 
ville. “Ask your attorney who would re- 
ceive your estate if you leave no will. 
Then, regardless of your age or the size 
of your estate, have him draw a will to 
protect your loved ones.” The man pic- 
tured as thinking over this problem is 
obviously young. 

“Children pay for their grandparents’ 
mistakes” observes an ad of Hutchinson 
(Kan.) National Bank & Trust Co. The 
text tells the story of Joe Smith who es- 
timated his estate at his total savings 
plus the original cost of his land. When 
he died in 1952 — and his wife in 1953 
— it was found that the value of the land 
had increased from $100,000 to $200.- 


000. Total taxes and expense in trans- 
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ferring the estate to their children were 
over $56,000. With marital deduction 
and a testamentary trust Joe could have 
saved $32,000 for his children and 
grandchildren. It illustrates “the impor- 
tance of knowing how much your estate 
is worth and of proper estate planning.” 
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Illustration frem one of Toronto General’s 
series. 








“Should widows pay such high tax- 
es?” asks Huntington National Bank, 
Columbus, Ohio. “A widow’s estate us- 
ually is vulnerable to far higher taxes 
than was her husband’s. This is because 
her taxes will be computed on the entire 
estate without benefit of the marital de- 
duction . . . Sound estate planning based 
on estate analysis is essential if you are 
to minimize this liability to today’s 
frighteningly high estate and inheritance 
taxes.” 

“The Rewarding Years” of full or 
semi retirement are pictured in full color 
in MacLean’s magazine by Royal Trust 
Co., Montreal. Part of a Dominion-wide 
advertising program, this ad devotes 
over two-thirds of the page to a picture 
of a man and his wife enjoying tea-time 
out-of-doors on a sun-drenched terrace. 
“Here in this holiday world of their 
own making . . . they know the years 
ahead should be richer still . He 
placed his investments in stocks, bonds 
and real estate with the Royal Trust for 
management . . . He has arranged for 
eventual purchase by his sons of a con- 
trolling interest in the small business he 
founded . . . His wife need never face the 
future alone...” 

“Sea, Sun, and Security” titles a sim- 
ilar ad of First National City Trust Co., 
New York in The New York Times 
Magazine. The picture shows a man and 
his wife relaxing on the lawn outside 
their seashore cottage. The text observes 
that “The winter sun of Florida can be 


enjoyably beneficial but, when indulged 
in unwisely, extremely painful. Many 
people think of investing in somewhat 
similar terms. Unfortunately, the gentle 
application of cocoa butter is of no help 
to a burned investor . . . This retired 
couple, beginning an enjoyable sojourn 
in the South, take their ease while we 
keep alert watch over their financial af- 
fairs at home.” A booklet on investmenis 
is offered. 


The requirements, knowledge of which 
help one to “choose a good executor,” 
are outlined in an ad of Midland Bank 
Executor & Trustee Co., Ltd., London, 
in this manner: “Your estate must be 
wound up quickly, efficiently and in 
strict accordance with your wishes, yet 
no worry or responsibility must lie upon 
the shoulders of your family. Your as. 
sets must be safeguarded, yet no friend 
or relative should be burdened with the 
technical and administrative problems 
involved. And always there must be 
available a sympathetic adviser to whom 
your dependents can turn in time of 
need...” 


“Does your husband tell you every- 
thing?” inquires an ad of Wells Fargo 
Bank, San Francisco. “Too many hus- 
bands, with the best of intentions, either 
fail to make a will or to explain to their 
wives exactly what that will provides...” 
The ad stresses the importance of such 
action and offers a booklet on the sub- 
ject. “You really owe it to yourself and 
your children to read it.” 


. . all the rest, residue and remain- 
der to my beloved wife . . .” leads First 
National Bank & Trust Co., Tulsa, to 
observe that a simple will is all right IF 

. and then follow six definite condi- 
tions. The ad points out that “Property 
held as joint tenants with right of sur- 
vivorship creates exactly the same prob- 
lems” and advises consultation with the 
family lawyer. 

“My Trustee” appears as three differ- 
ent people drawn by a little girl bene- 
ficiary in an ad of First National Bank 
& Trust Co., Macon. The text points out 
that on her first visit to the trust depart- 
ment the child learned that her trustee 
had several faces. “As she grows up she 
will get to know still more of us,” and 
learn about the combined skills offered 
by a corporate fiduciary. 

Advertising to inform the public 
about the pending Simpson-Keogh Bill 
and to attract customers for future busi- 
ness in retirement savings is winning the 
participation of more trust banks. Peo 
ples First National Bank & Trust Co.. 
Pittsburgh, explains the program briefly 
and includes a coupon request for the 
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reader to be kept informed of develop- 
ments and to learn about the bank’s plan 
which “will enable you to begin setting 
aside funds now.” Philadelphia National 
Bank also explains the program to the 
public and spells out the opportunity to 
start depositing in the Fund now and 
have the money earn the current savings 


account rate while waiting for final pas- 
sage of the Bill. 


“A continuing likeness takes a lifetime 
of experience and specialization” states 
an ad of Boston Safe Deposit & Trust 
Co. Picturing a portrait painter at his 
work, the ad says, “When you commis- 
sion a portrait, you want a likeness that 
has the vitality, the vibrance — the spe- 
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cial quality of yourself. And when you 
appoint an executor-trustee to carry out 
your plans for the future of your family 
... you want to provide a ‘continuing 
likeness’ of how you want these tasks 
performed . . .” 


“Double their protection” advises an 
ad of National Bank of Commerce, Nor- 
folk, Va., that discusses life insurance 
trusts. The doubling, in this case, is to 
make the insurance proceeds protect 
both the wife and the children. “Your 
life underwriter has sold you one of the 
finest femily investments. We invite you 
to ask one of our trust officers to explain 
how it may be made even more valu- 


able,” 
Forums 


The seventh annual Women’s Finance 
Forum sponsored by Florida National 
Bank, Jacksonville, was held in March. 
The three sessions were addressed by 
speakers from New York, Detroit and 
Washington, two of them women. 


Some 170 ladies attended the four ses- 
sions of the Spring Forum — 14th semi- 
annual forum — sponsored by American 
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Security & Trust Co., Washington, D. C. 
These are afternoon affairs, addressed 
by officers of the bank, and followed by 
tea. ... For the past several years this 
bank has sponsored a children’s concert 
by the National Symphony Orchestra. 
This year more than 3,000 children at- 
tended. One of the many letters of thanks 
(from a 6th grader) said in part, “I 
want you to know that I consider it a 
great treat to attend this concert. 


Seven of the country’s leading busi- 
ness editors, sponsored by Denver United 
States National Bank, constituted the 
McGraw-Hill Panel to discuss “Tomor- 
row’s Challenges to Business Planning.” 
The meeting for businessmen was held 
on May 19th in observance of the bank’s 
75th anniversary and Colorado’s centen- 
nial year. The idea of the panel was 
born in 1954 when 600 editors were 
given the task of defining the most sig- 
nificant business challenges confronting 
M-H readers and the results were sum- 
marized in a forum. Girard Trust Corn 
Exchange Bank persuaded the M-H man- 
agement to repeat the program for 
guests of the bank. Only eight times 
since then has McGraw-Hill consented to 
present a similar panel. 


Booklets 


An article on “No Dishonour in Dele- 
gation” in the April issue of Montreal 
Trust Co.’s publication “Forethought” 
provides a new approach to the wife who 
thinks her husband doesn’t have confi- 
dence in her if he puts his estate, or part 
of it, in trust. The man in the story 
pointed out that in his own business he 
had followed the basic principle of 
trusts . . . “I have entrusted the running 
of the company to my sales manager, 
plant manager, designer and other ex- 
ecutives. I could not have done the whole 
job if I had wanted to. Experience in the 
business world taught me that there is 
no dishonour in delegating to someone 
else a job they can do better than you, 
or a job you prefer not to handle your- 
self, particularly when you can use the 
time and energy you save for some more 
important task. . .” 


Perhaps someone will do for the trust 
business what Toronto-Dominion Bank 
has done for the story of commercial 
banking. The bank has published a book- 
let with color-cartoon illustrations trac- 
ing the history of banking from Egypt 
and the Greeks and Romans through 
Britain to Canada. Along the way they 
manage to convey a sense of the real ser- 
vices rendered to people by banking, 
and at the end they have included fac- 





similes of all the bank forms a customer 
is likely to run into. One page is devoted 
to “Working for the Bank” and another 
to a brief glossary of banking terms. 


A most useful little pamphlet pub- 
lished by the trust department of /n- 
diana National Bank, Indianapolis, has 
appeared under the title, “Registration 
and Assignment Manual for Stock Cer- 
tificates and Registered Bonds.” The 
topics covered are Forms of Registra- 
tion; Rules of Assignment; Lost, Stolen 
or Destroyed Certificates; Signature 
Guarantees; Requirements for transfer 
from name of deceased person (includ- 
ing an excellent table arranged by 
states) ; Requirements for transfer from 
estates too small to administer; Court 
order and waiver requirements for ad- 
ministration and guardianships; Federal 
Transfer Tax Requirements; and Regis- 
tration under Indiana Uniform Gifts to 
Minors Act. 


“A visit through our Trust Depart- 
ment . .. oldest and largest on the North 
Shore” introduces the reader to the trust 
department of State Bank & Trust Co., 
Evanston, Ill. Wlustrated with attractive 
photographs of the bank and the trust 
department quarters, the brief booklet 
tells of the department’s growth, of the 
convenience of having trust and invest- 
ment departments on the same floor, of 
the provisions for the customer’s com- 
fort and privacy. “Our business, in the 
trust department, is to give all the time 
and attention necessary to carry out the 
provisions of a will, and establish a 
friendly, personal relationship with each 
member of the family . . . State Bank is 
proud to have served more than four 
generations of North Shore families . . .” 


“Today is not yesterday,” a folder 
from First National Bank, Atlanta, re- 
minds its readers. “If you made your 
will five or more years ago, isn’t it time 
that you reviewed it in the light of pres- 
ent conditions?” Reasons for reviewing 
a will are suggested and if the reader 
has no will at all he is advised to “make 
it now.” “Our trust officers do not draw 
wills or other legal documents, but they 
will be glad to cooperate with you and 
your attorney in working out a satisfac- 
tory plan for your estate.” 


A recent “Letter from the President” 
issued by State Bank of Albany, N. Y. 
devotes itself to custodian services and 
includes a copy of a newspaper adver- 
tisement on this subject. The ad pictures 
a businessman about to board a plane 
and observes that “No matter where you 
go... State Bank will be ‘on the job’ 
to protect your funds and investments.” 
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CURRENT LITERATURE 


By NorAH K. DONOVAN 
Member of the New York Bar 














Books 


Handling Federal Estate Taxes In- 
cluding Gift Taxes 

HOMER I. HARRIS. Baker, Voorhis & Co., 

30 Smith Ave., Mount Kisco, New York (1216 

pp.; $25). 

Mr. Harris, author of several im- 
portant works on estate planning and ad- 
ministration, has undertaken here a 
streamlined and simplified treatment of 
the subject of handling estate and gift 
tax matters. He does not try to collate 
all the authorities, feeling that leading 
cases will suffice. Enough history of the 
statutes has been furnished to give an 
understanding of the basis of the tax 
and to establish a feeling for the sub- 
ject. Then the author proceeds, step by 
step, with the preparation of returns, 
supplying completed sample forms and 
computations, Procedures in the Internal 
Revenue Service, the Tax Court, Court 
of Claims and District Court are ex- 
emplified. 

The Appendices contain the Tax 
Court’s Rules of Practice, the Estate 
and Gift Tax Regulations, and an index 
of each. There is also an index of 
forms, which are amply scattered 
throughout the text. The general index 
was prepared with a view to including 
not only the technical statutory terms 
and words of art, but other descriptive 
words and phrases which the practi- 
tioner might look for in his research. 


Provision of a pocket in the back cover 
would indicate that future supplementa- 
tion is planned. 


Life Insurance and How To Use It 


WILLIAM J. CASEY. Institute of Business 
Planning, 2 W. 13th St., New York City 11 
(228 pp.; $12.50). 

The big new fact of financial life to- 
day, according to Mr. Casey, is that it 
takes at least $100,000 of capital to 
guarantee a man in retirement, or his 
family at his death, a satisfactory share 
in rising American living standards. An 
ideal way to accumulate this retirement 
capital is life insurance. This study con- 
siders the factors which determine how 
much life insurance a family requires; 
what types of insurance should be pur- 
chased, and the manner in which policies 
should be arranged. The author also dis- 
cusses the comparative advantages. of 
having insurance policies owned by the 
breadwinner, held by a trust or having 
dividends on the policies applied to 
premium payments or reinvested in ad- 
ditional insurance. In fact all aspects 
of the purchase, retention and payment 
of insurance proceeds are surveyed as 
a guide to solving family, investment 
and business problems. 


BOOKLETS 


What the Unincorporated Business 
Should Know About the Subchap- 
ter S Corporation 
JAMES F. NORTON. The Research & Review 
Service of America, Inc., 123 West North St., 
Indianapolis 9, Ind. (31 pp.; 65¢, quantity dis- 
counts). 

Taxation of corporate earnings to the 
stockholders, rather than to the cor- 
poration itself, is the major tax differ- 
ence between a Subchapter S corporation 
and an ordinary corporation. In this 
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respect, the treatment is similar to that 
of partnership and proprietorship in- 
come. However, there are significant 
benefits available only to corporations, 
and these are now made available to 
partnerships and sole proprietorships 
which elect to be taxed as Subchapter § 
corporations. These benefits include per- 
petual existence, limited liability and 
fringe benefits for stockholders. 

This booklet sets forth the require- 
ments for qualification as a Subchapter 
S corporation. It gives a series of tables 
in which comparisons are made between 
tax on the ordinary corporation and 
Subchapter S corporation. It then ex- 
pounds on the benefits mentioned above. 
Written for partners and proprietors, 
it is simple and convincing in language 
and style. 


ARTICLES 


How to Time Estate Distributions to 
Shift Taxes, Avoid Attribution 
Complications 
ZOLMAN CAVITCH. The Journal of Taxa- 
tion, May 1959 (147 E. 50th St., New York 
City 22; $1.50). 

A dollar of income received by an 
estate is taxed either to the estate as a 
separate taxpayer or to the beneficiaries. 
This is accomplished through a rela- 
tively complicated set of laws which 
treat the income of the estate as being 
shifted to the beneficiaries under 
tain sets of circumstances. 

Mr. Cavitch shows how the executor, 
by controlling the time of distributions 
from the estate, has the power, in effect, 
to spread taxable income among the 
estate and the beneficiaries and to shift 
it from one taxable year to another. Al- 
so, how a wise use of partial and final 
distributions may avoid attribution 
rules, if stock held by the estate in a 
family corporation is to be redeemed. 


cer- 


Significant Developments in Estate 
Planning Law During the Past 
Year 
RALPH R. NEUHOFF. Life Insurance Selling, 
April, 1959 (408 Olive St., St. Louis 2, Mo.; 
35¢). 

Mr. Neuhoff, author of “Standard 
Clauses for Wills” and a_ recognized 
authority in the field of economics and 
taxation, mentions that although there 
were not many developments in the 
estate planning field during the year 
1958, those which occurred made up for 
this paucity by their importance. The 
items he has selected for review here in- 
clude Internal Revenue rulings laying the 
dust blown up by the Sanders, Prunier 
and Holsey decisions. Also considered are 
the holdings on the question whether life 
insurance was a wager; problems of 
gifts to minors in trust, where the 
grantor is trustee; and the ruling that 
the sale of an endowment policy results 
in ordinary income. 
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Employee Welfare and Pension 
Plans: Regulation and Protection 
of Employee Rights 
WILLIAM J. ISAACSON. Columbia Law Re- 


view, January, 1959 (Kent Hall, Columbia Uni- 
versity, New York City 27; $1.50). 












The author agrees with President 
Eisenhower’s comment on signing the 
Welfare & Pension Plans Disclosure Act 
that “it does little else than establish a 
precedent of Federal responsibility in 
this area.” Pointing out that private 
operated welfare and pension plans now 
cover an estimated 85 million people, 
with some $30 billion held in pension 
plans alone, he states that the rights 
of the employee participants are at the 
mercy of negligent mismanagement of 
these plans. The new law, although pur- 
porting to bring federal power to bear, 
does little to protect these rights. In- 
deed, all indications are that Congress 
will have to reexamine and improve its 
regulatory scheme. 
























Setting the Price in a Close Corpora- 
tion Buy-Sell Agreement 





DAVID KEITH PAGE. Michigan Law Review, 
March, 1959 (Ann Arbor; $1.50). 






Factors to be considered in selecting 
price-fixing technique, and the appli- 
cation of such techniques in connection 
with the preparation of buy-sell agree- 
ments are extensively reviewed. Con- 
siderable attention is given to the cases 
and literature dealing with restrictions 
on the transfer of stock in closely held 
corporations. 
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The Fiduciary Aspects of Estate Cor- 
porations 







JOHN P. WILLIAMS. Michigan Law Review, 
March, 1959 (Ann Arbor; $1.50). 





An estate corporation is defined as a 
close corporation which an executor or 
testamentary trustee, either by choice 
or under the directions of the will, con- 
tinues to operate for the best interests 
of the estate. The problems and re- 
sponsibilities of such fiduciaries are out- 
lined, as well as the areas of difficulty 
in handling the corporate form. 










Finance for Trustees and Others 


JAMES DANDY. Journal of the Institute of 
Bankers, April, 1959 (Lombard St., London, 
E.C, 3, England). 







Those who may experience the pleas- 
ure of reading this beautifully written 
article will almost certainly be carried 
back to recollections of “David Harum,” 
the upstate New York banker immortal- 
wed by Edward Noyes Westcott many 
years ago. They will also be treated to 
Visions of a solicitous “Old Lady of 
Threadneedle Street,” whose gentlemen 


_ our mother tongue in terms like 
this: 












“We cannot over-stress the need to be 
sure of the trustees’ power to borrow and 
to lodge security, and to seek competent 
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legal opinion if there is any doubt. On 
the other hand, it is a waste of time to 
make all the enquiries first, as though 
they were all that mattered, and then to 
decide that, after all, one will not lend 
the money. It is rather like a woman 
prodding all the joints in the butcher’s 
shop and then deciding that, after all, 
she will have fish.” 


The English banker is given the bene- 
fit of many “asides” in this discussion of 
various types of financing under wills 
and trusts. For the payment of death 
duties, executors may arrange loans un- 
der plans such as the Estate Duties In- 
vestment Trust, familiarly known as 
“Edith.” Beneficiaries under wills are 
not considered suitable borrowers, be- 
cause “they may be thought to be in 
too much haste to enjoy their legacies,” 
but the residuary legatee who has to 
wait for the death of a life tenant is 
in a different position. In the case of 
trustees and persons acting under a 
power of attorney, the banker must care- 
fully scan the instruments granting 
powers. 


It is the mournful conclusion of this 
graceful essay that “The last thing any 
banker would wish to do would be to 
involve decent people in personal loss 
when they are doing something difficult 
for someone else, dead or alive. Unfor- 
tunately for bankers, the same principle 
does not always operate in reverse.” 


Problems of the Family-Owned Busi- 
ness 

F. NEWTON PARKS. The Management Re- 

view, April, 1959. 

A study of American business leaders 
found that 26 per cent are sons of 
owners. The problem of succession of 
leadership in a family business is shown 





to be one of the most crucial — both 
from the point of view of the family and 
the well-being of the business itself. 
Where fathers attempt to develop the 
successor too fast, perhaps starting him 
at too high a level, giving him too 
limited an apprenticeship, placing him 
in a “gestapo” position, or pushing him 
when he may be fundamentally unsuited 
to the expected task, the situation may 
be disquieting, even disastrous. 

Timing is all important in planning 
family succession. On this point the 
author states: “Not only must the son 
be ready for the position, but the pres- 
ent incumbent must be prepared to with- 
draw gracefully ... To the extent possi- 
ble the succession transition should be 
made in stages. Long vacations give the 
father an opportunity to pass responsi- 
bility for interim periods of time and 
observe results.” He also discusses many 
other factors in the delicate adjustments 
of family succession, 

The development and retention of non- 
family management, working in har- 
monious relationships with the family 
members, present other challenges which 
the author treats with good sense. In 
this area he discusses family conflicts, 
compensation adjustments between fam- 
ily and non-family members of manage- 
ment; problems when the company 
grows, “goes public” or is sold. The arti- 
cle presents excellent solutions for intri- 
cate management questions. 

A A A 

@ The tax advantages attending gifts to 
educational institutions are outlined in 
a book recently published by Macalester 
College of Saint Paul, Minn. Seventeen 
ways of effecting important tax savings 
through gifts to education, are cited, 
each having the approval of the Internal 
Revenue Service. 
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Virginia Current Events Conference 


A fast-moving and highly practical 
meeting of Virginia trust men, held on 
April 17 at the Cavalier in Virginia 
Beach, brought a state-wide representa- 
tion to hear and actively participate in 
a very well designed menu of talks and 
panel discussion. Most ably chairmaned 
by Leighton P. Roper, vice president and 
trust officer of Seaboard Citizens Na- 
tional Bank of Norfolk, it was tradition- 
ally informal and informative, from Don 
Willcox’s talk on Handling Businesses In 
Trust* to the panel on administrative 
topics. 

Reporting on the status of the pro- 
posed Virginia Trust School, Rawleigh 
Daniels, executive secretary and spark- 
plug of the Virginia Bankers Associa- 
tion, distinguished the national problem 
of professional education as one of fa- 
cilities or availability for the many can- 
didates across the country standing to 
benefit from “intermediate schooling.” 
A considerably revised program has now 
been adopted for a two and a half day 
session (Aug. 26-29) coincident with the 
Banking School at The University, in 
Charlottesville. Neil Alford, instructor in 
trusts at U.Va., will serve as paid direc- 
tor and coordinate classes in a wide 
variety of administrative practices and 
policies. Unique is the plan to start with 
case histories in Estate Planning, carry- 
ing through by steps to distribution of 
estate and trust, and including discus- 
sion of New Business and Investment 


matters. Afternoon sessions will in- 


*To be reported later in T&E. 


formally cover specific related problems 
or key ones not covered in classes. Some 
thought is also being given — in view of 
the increasing demands on business time 
—to combining the one-day annual trust 
conference with the School, possibly as 
an alternate to the afternoon sessions. 


The Panel got off to a quick start with 
comment on the Vickers case as to pour- 
over provisions and division of life in- 
surance proceeds between an initial and 
a subsequent trust with will covering 
disposition of latter by formula. Upon 
qualification as executor it was recom- 
mended that the fiduciary check with the 
IRB as to any deficiency notice, and it 
was felt that filing of final audit should 
be sufficient to clear liability on that 
score. 

First mortgages, bearing interest over 
5% and amortized over a medium term, 
were advanced as preferable to long-term 
corporate bonds in today’s outlook, the 
advantage of municipals noted for an 
increasing number of cases, and treasury 
notes for early periods of reinvestment. 
Preferreds had no vocal champions as 
two-way convertibility and generally 
high quotations of top issues took the 
cream off. 

Nominee use was favored for “dur- 
able” agencies as well as trusts, and use 
of bank name as agent disfavored. Writ- 
ing into the instrument or agreement a 
power of attorney for transfer signature 
was advocated as an answer. Allocation 
of dividends was discussed — including 
spin-off of a desegregated subsidiary or 
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part of corporate assets — and it was 
found that some trust companies get esti- 
mate from company as to capital distri- 
bution portion before January 15th and 
income-tax time. 

Joint property came in for an inning 
with the suggestion made that for pro- 
bate purposes it should be listed but as 
an addendum to the inventory, or simply 
fill in total in space provided and thus 
identify the existence without irrelevant 
detail. The case of Rand v. Daniels was 
cited — where father and son _ both 
signed security — as example of neces- 
sity to get clarification of intention and 
ownership upon estate analysis or will re- 
view. 

Looking out for the trust department’s 
as well as the bank’s interest, a partici- 
pant or so suggested, since it was im- 
practicable to hold scores of small bal- 
ances in interest-paying time accounts. 
carrying larger cash balances as time 
deposits and thus relieving bank from 
carrying extra reserves. 

With the growing interest in real 
estate, and its more frequent appearance 
as an investment holding, some lively 
comment was made on the source of 
funds for maintenance or repair (from 
income of account) and for replacement 
(according to Uniform Principal & In- 
come Act) and for new additions (from 
principal cash). There are always bor- 
derline cases, but who is to split hairs. 
provided one follows the main intent 
of the testator or trustor — and that, it 
was heartily agreed. was the job of the 
estate analyst and designer of the will or 
trust plan. 

The proposed Virginia Estate Tax was 
discussed at the morning session by 
Thomas H. Willcox, Jr.,* of the Nor- 
folk law firm Willcox, Cooke, Savage & 
Lawrence. He was followed by James 
Mann, Jr.. another Norfolk attorney. 
who spoke on the Virginia income tax on 
non-resident beneficiaries. 


*Substituting for Toy D. Savage of the same 
firm, whose article in Virginia Law Review (see 
T&E, Jan. 59, p. 76) formed the basis of the talk. 
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ANOTHER POOLED PENSION PLAN 


A new Investment Trust For 


April 1 at First National Trust and 
Savings Bank, San Diego. It provides two 
funds: a Fixed Income Fund and an 
Equity Fund. The percentage of particl- 
pation in each fund may be varied at the 
option of the company or corporation. 
Additions and withdrawals can be made 
at the time of the quarterly valuations. 
Each plan participating will retain its 
individual identity and terms. 
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ESTATE TAX 


Marital deduction interest must be ab- 
solute and not terminable under state 
law. Surviving spouse was given right 
to all income fer life from residuary 
trust, and right to withdraw installments 
of principal in her sole discretion for 
her maintenance, comfort and general 
welfare. Commissioner determined that 
residuary trust did not qualify for mari- 
tal deduction. Taxpayer argued that 
right to consume, given to spouse, con- 
stituted power of appointment, within 
meaning of statute, qualifying trust for 
marital deduction. 


HELD: For Commissioner. Whether 
power given to surviving spouse was 
equivalent to unlimited power of in- 
vasion during her lifetime must be de- 
cided under local state law. Viewed un- 
der Ohio law, her power to consume was 
something less than absolute. Her right 
was exercisable only for “her main- 
tenance, comfort and general welfare,” 
and unless so invoked could not divest 
remainder interests. Interest was thus 
terminable and fails to qualify for mari- 
tal deduction. Est. of E. Comer v. Comm., 
31 T.C. No. 128, Mar. 25, 1958. 


Interest must pass to surviving spouse 
to qualify for marital deduction. De- 
cedent’s will provided that his business 
was to be operated by third party. One- 
third of income therefrom was payable 
to said third party, and remainder to 
decedent’s estate. If third party prede- 
ceased surviving spouse, she had option 
to liquidate business or continue it. Up- 
on death of both surviving spouse and 
third party, business would pass to de- 
cedent’s son, Estate claimed marital de- 
duction for value of business interest. 
Commissioner denied deduction. 

HELD: For Commissioner. Upon death 
of decedent, no interest passed to sur- 
Viving spouse. Her right was contingent 
and was not absolute at date of de- 
cedent’s death. No interest having 
passed from decedent to his wife, estate 
Ils not entitled to marital deduction. Est. 
of E. Comer, supra. 


Will provisions carrying out conditions 
of settlement agreement held to be be- 
quest. Subsequent to divorce. decedent 
entered into settlement agreement with 
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wife, agreeing to execute instrument 
which would obligate him to leave one- 
quarter of his net estate under his will 
to each of his two children, Decedent’s 
will did provide for devolvement of one- 
quarter of his net estate to each of his 
two sons. On estate tax return, execu- 
tors deducted as claims against estate 
interests passing to sons. Commissioner 
disallowed deductions. 

HELD: For Commissioner. Nowhere 
in will did decedent indicate he was 
making his estate subject to claim of 
one-half of its gross value. Moreover, 
it was clear from will that decedent 
did not regard as debts his sons’ inter- 
ests in his estate. His language that 
“any other legacies of any nature in 
this will shall in no wise diminish the 
amount thereof” clearly indicated he in- 
tended distributions as legacies and not 
debts. Est. of D. McNichol v. Comm., 
D.C. E.D. Pa., Apr. 15, 1959 


Transfer in trust with retained life 
estate includible in decedent’s estate. In 
1923, decedent created trust in which she 
reserved income to herself for life. On 
May 27, 1931, she revoked this trust 
and created new trust in which she again 
reserved income to herself for life. Com- 
missioner included value of trust corpus 
in decedent’s estate on ground that new 
trust with income reserved was created 
after March 4, 1931, effective date of 
Joint Resolution of Congress of March 
3, 1931, which made subsequent transfers 
of this nature includible in decedent’s 
estate. 

HELD: For Commissioner. Trust was 
not continuation or modification of ex- 
isting trust, but new trust created after 
March 4, 1931. Transfers with retained 
life estates made after this date are 
includible in decedent’s gross estate. 
A. D. Maclean et al. v. U.S., D.C. S.D., 
Calif., Mar 3, 1959 


INCOME TAX 


Trustee not entitled to treat accumu- 
lated fees as back pay. As result of 
agreement between trustee and mort- 
gagee, fees earned by trustee from 1934 
through 1947 were not paid, although 
there were sufficient trust funds to pay 
vearly fees, as allowed by Probate Court. 
When restriction was lifted, trustee paid 
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himself back fees and allocated them to 
earlier years. Commissioner denied trus- 
tee right to treat such fees as back pay. 
Tax Court upheld Commissioner. 


HELD: Tax Court sustained. Fees re- 
ceived by trustee did not fall within 
definition of “compensation received by 
employee from employer” as set forth 
in Section 107(d) of 1939 Code (1303 (b) 
of 1954 Code). Trustee is not employee 
of trust. Language of statute is clear 
and controlling in its application to 
“employees” only, and provisions appli- 
cable to employee do not apply to trustee. 
Scofield Est., et al. v. Comm., 6th Cir., 
April 3, 1959. 


Widow entitled to partial refund of 
insurance applied to deceased husband’s 
taxes. At time of his death, decedent 
owed income tax deficiencies for prior 
years. Full amount of claim was satis- 
fied out of proceeds of decedent’s life 
insurance policies, of which widow was 
beneficiary. Widow filed claim for re- 
fund of proceeds to extent they ex- 
ceeded cash surrender value of policies 
at date of decedent’s death. Commis- 
sioner denied claim. 


HELD: For taxpayer. District Direc- 
tor’s position that Government’s lien for 
entire tax indebtedness of decedent was 
superior to rights of beneficiary was 
in error. In United States v. Bess, 357 
U.S. 51 (1958), decided after institution 
of action. Supreme Court held that in- 
sured did not have property right in 
proceeds of insurance where such pro- 
ceeds are reducible to possession by an- 
other, under state law, only upon in- 
sured’s death. Since Government now 
concedes applicability of Bess rule to 
case at bar, lien only attaches to cash 
surrender value of policies. As to excess, 
taxpayer is entitled to refund. E. E. 
McMahon v. U.S., D.C. R.I., April 1, 1956. 


Payments to deceased shareholders’ 
beneficiaries not deductible as compen- 
sation expense. Corporation made special 
death benefit payments to estates and to 
surviving relatives of deceased stock- 
holders. Company deducted amounts paid 
as ordinary and necessary business ex- 
penses, on ground that they represented 
reasonable compensation for services 
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rendered by deceased stockholders, who 
had been officers and employees of com- 
pany. Commissioner contended that pay- 
ments were related to stock purchased 
from estates of decedents, 


HELD: For Commissioner, Although 
corporation stock was owned 100% by 
its employees, all employees did not own 
stock. Estates of such employees did not 
receive special death benefits, yet services 
by those employees to company could 
have been as vital as that of stock- 
holders. Payments were attribute of stock 
and not postmortem payments for serv- 
ices. Taxpayer failed to prove payments 
were for past services of decedents. 
Graybar Electric Co., Inc. v. Comm., 2nd 
Cir., Apr. 13, 1959. 


Invalidity of regulation adding require- 
ment to statute. Taxpayer established 
profit-sharing plan in 1945 which met 
requirements of exempt trust. Plan was 
terminated in 1948. Payments made to 
trust during its existence exceeded maxi- 
mum amounts allowable under formula 
of statute. Terms of statute, however, 
provided that excess amount could be de- 
ducted in succeeding taxable years. Com- 
missioner denied deduction on basis of 
1948 regulation which required that for 
contribution to be carried over to suc- 
ceeding taxable year, succeeding year 
must end within taxable year for trust 
in which it is exempt. 

HELD: For taxpayer. Since statute 
contained no requirements as added by 
regulation, latter is invalid. Regulations 
are for interpretation and application 
of statute, but cannot add or take away 
rights or privileges clearly set forth in 
statute. Royer’s, Inc. v. U.S,. 3rd Cir., 
April 7, 1959. 


GIFT TAX 


Terminable interest does not qualify 
for gift tax marital deduction. Taxpayer 
transferred ownership of five insurance 
policies on his life to his wife. Policies 
provided that in event wife predeceased 
insured, assigned interests were to pass 
to children of insured. Taxpayer claimed 
gift tax marital deduction for value of 
interest passing to wife. Commissioner 
disallowed deduction. 

HELD: For Commissioner. Assign- 
ment did not give to wife absolute power 
of disposition of policies during her life- 
time. Moreover, should she predecease in- 
sured, her interest would terminate and, 
under local law, gifts over to children 
would be valid. Gift was terminable and 
did not qualify for marital deduction. 
S. D. Beecher, et al., Exrs. v. U.S., D.C. 
ND. Ala., Apr. 6, 1959. 


REVENUE RULINGS 


Estate Tax: Marital deduction cannot 
be waived. Surviving spouse of decedent 
died within short time of her husband’s 
death. He had bequeathed rest and resi- 
due of his estate to her. No Federal 
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estate tax was due from his estate since 
marital deduction reduced his net tax- 
able estate to zero. Value of interest 
passing to wife was included in her 
gross estate. Commissioner was _ re- 
quested to rule on whether husband’s 
estate could waive benefit of marital 
deduction so that gross estate of wife 
would be smaller, and her estate might 
obtain credit for tax on prior transfer. 


Commissioner held that language of 
marital deduction provision of Code is 
mandatory and benefits provided there- 
under cannot be waived. No election or 
option is provided to estate. Rev. Rul. 
59-123, I.R.B. 1959-15, p. 18. 


Income Tax: Sale of real estate by life 
tenant. By terms of his father’s will, 
taxpayer received life estate in farm. 
Under local state law, he filed petition 
asking for authority to sell property, 
and have proceeds reinvested by trustee 
under order of court. 


Service rules that trustee is required 
to report any gain from sale of property 





on fiduciary return and pay tax due 
thereon in year of sale. Payment of tax 
should not be made by life tenant nor 
should it be delayed until distribution 
of estate to remainderman. Rev. Rul, 
59-99, I.R.B. 1959-13, p. 14. 














Income Tax: Availability of dividend 
received credit and dividend exclusion 
to beneficiary of trust. Trust in its last 
taxable year had deductions in excess 
of its gross income. Under such circum- 
stances, issue is raised whether benefi- 
ciary may avail himself of dividend re- 
ceived credit and dividend exclusion for 
his distributive share of dividends. 







































































Service rules that where trust deduc- 
tions exceed income, trust will have no 
income to pass on to beneficiary. Thus, 
there would be no dividend income at- 
tributable to such year which would be 
includible in’ beneficiary’s return. It 
would then follow that beneficiary would 
have no share against which dividend 
credit or exclusion would apply. Rey. 
Rul. 59-101, I.R.B. 1959-13, p. 17. 




































































INCIDENCE OF FOREIGN DEATH DUTIES* 


Where a testator dies domiciled in 
this country (England) leaving assets 
in a foreign country, the question how 
foreign duties payable on the assets 
abroad are to be borne between different 
parts of the English estate frequently 
causes considerable difficulty. The general 
principles can be summarized as fol- 
lows: 

Apart from any provision in the will 
or disposition: 


(a) any duty of the nature of a probate 
duty payable in another country in 
respect of property situate there will 
normally form part of the costs of 
realization and be borne by residue; 


(b) a duty imposed on specific property 
comprised in a specific gift or im- 
posed on the beneficiary personally 
will be borne by the beneficiary. 


These principles were considered re- 
cently in Re Sebba ([1958] 3 All E.R. 
393). The testator’s estate included 
shares in companies in Canada, South 
Africa and the United States of America, 
none of which was specifically bequeathed 
but formed part of the residuary estate. 
Duties became payable in each of these 
countries and, in the case of the Can- 
adian shares, succession duty in the 
Province of Ontario was also payable. 
Double taxation conventions applied to 
all foreign duties, except Ontario suc- 
cession duty. Under the conventions the 
foreign duties are regarded as though 
the amounts have been paid on account 
of English duty. In the case of Ontario 
succession duty the amount is allowed in 
assessing English duty as a debt against 


*Reprinted from Journal of the Institute of 
Bankers (London), March, 1959. 

















the relevant property. Evidence showed 
that South African duty and United 
States tax resembled British estate duty 
in character and were payable out of 
the residuary estate. The successor was 
liable to Canadian succession duty, but 
the duty was payable by and recover- 
able from the executors, with right to 
the executors to deduct the amount of 
the duty in paying over the amount of 
the succession. Ontario duty did not con- 
stitute a personal liability of any per- 
sons not resident of Canada, but any 
transfer of the property situated in On- 
tario was held up and a lien for the 
amount of the duty was imposed until 
the duty was paid. 




























































The Court found that: 


(1) the Canadian succession duty and 
the Ontario succession duty ought to be 
regarded as part of the cost of getting 
in the Canadian estate, and therefore 
fell to be paid out of the residuary es- 
tate; 











(2) the allowance made against estate 
duty in England in respect of South 
African estate duty, dominion succession 
duty in Canada and federal estate tax 
in the U.S.A. enured for the benefit of 
the persons by whom the English estate 
duty in respect of the foreign assets fell 
to be borne, repayable according to the 
amounts borne respectively by them; 

(3) the benefit of the allowances (as 4 
debt) of the Ontario succession duty 
ought to be received by the persons who 
bore the English estate duty exigible in 
respect of assets situate in Ontario. 

It was not disputed that the South 
African and United States duties were 
payable out of the residuary estate 
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BAR-FIDUCIARY POLICIES 
RESTATED 


A Statement of Policy on the rela- 
tionship between attorneys and trustmen 
was adopted by the Trust Division of the 
Georgia Bankers Association at its meet- 


| ing in Atlanta on May 1. 


Text of the statement follows: 


We reaffirm and urge all trust insti- 
tutions to adhere strictly to the state- 
ment of policy adopted by the National 
Conference Group and approved by the 
Executive Committee of the Trust Di- 
vision of the American Bankers Associa- 
tion on September 29, 1941, and by the 
Standing Committee on Unauthorized 
Practice of Law of the American Bar 
Association on October 1, 1941, [a copy 
of which is attached]. We deplore any 
departure from the policies therein set 
out, 

In order to implement that statement 
of policy, we believe that trust institu- 
tions should, and that trust institu- 
tions in Georgia do, adhere to the fol- 
lowing specific policies and practices: 

We believe that it is to the interest 
of testators, their beneficiaries, and law- 
yers that testators be reminded of the 
necessity of making a will or of revising 
a will which is obsolete or otherwise 
inappropriate. Because of rules against 
advertising or soliciting, lawyers cannot, 
except in limited cases, call attention to 
the necessity of making a will or re- 
vising an existing will. Trust institu- 
tions can and should do so, both through 
advertising and through personal calls. 

In order to demonstrate to a customer 
the desirability of making or revising 
his will, trust institutions can and should 
point out to him difficulties inherent in 
his existing plan, or lack of plan, and 
advantages that could be realized from 
making a new will. Such suggestions 
should always be couched in general lan- 
guage and never in the form of actual 
provisions which could be incorporated 
by the customer in a will drawn by him- 
self. 

Trust institutions should always urge 
their customers to use their own lawyers 
in making a will. They should never at- 
tempt to draw a will or make suggestions 
in regard to a will which the customer 
attempts to draw for himself. 

When a will drawn by a customer’s 
own lawyer is submitted to a trust insti- 
tution, it can and should make sugges- 
tions as to provisions which might be 
included or changed, based on experi- 
ence of the trust institution in the ad- 
ministration of estates. If possible, such 
Suggestions should be made to the law- 
yer who drew the will and not to the 
customer. 

When a person dies who has named a 
trust institution as executor or co-execu- 
tor, an attorney should always be em- 
ployed to represent the estate, not only 
In the probate of the will and in any 
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court proceeding, but also to advise the 
executors generally in regard to all legal 
and tax matters that may be involved 
in the administration. The employment 
should be on a general retainer basis, 
similar to the usual] retained counsel of 
a corporation, in order that the ad- 
ministrative officer will be free to avail 
himself of the advice of counsel in any 
legal matter. The trust institution can 
and should perform all ministerial duties 
in connection with the administration of 
the estate but should consult with coun- 
sel of the estate on any legal matter or 
legal decision involved, such as in the 
preparation of the estate tax return and 
other tax returns. The estate tax re- 
turn should be reviewed and approved by 
counsel of the estate. 

The attorney who drew the will for 
the testator should always be employed 
as counsel for the estate unless com- 
pelling family or other similar reasons 
require the employment of a different 
attorney. 

It is our firm belief that trust institu- 
tions and the attorney for the testator, 
working in close cooperation, can render 
the best possible service to the testator 
in planning his estate and in administer- 
ing his estate at the lowest cost con- 
sistent with such service. The admini- 
stration of an estate requires much 
specialized knowledge of bookkeeping, 
economic matters, business, and valua- 
tion and sale of property which the law- 
yer cannot, be expected to furnish, It 
requires many administrative services 
which a lawyer cannot economically 
furnish. On the other hand, the knowl- 
edge, experience and advice of the testa- 
tor’s own attorney, freely available to 
the estate on a retainer basis, we firmly 
believe is worth far more to the estate 
than the cost of the retainer. 


MARINE TRUST AWARDS WILL DRAFTING 
PRIZES 


First prize of $100 was awarded to 
John H, Galvin in the sixth annual 
legal instrument drafting contest, spon- 
sored by the Marine Trust Co. of West- 
ern New York in collaboration with the 
Law School of the University of Buffalo 
and the Erie County Bar Association. 
Prizes of $75, $50 and $25 respectively, 
were awarded to Michael J. Montesano, 
Jr., Joyce M. Topp, and Thomas R. 
Beecher, Jr. 

Awards were presented by Francis A. 
Smith, president of Marine Trust Co., 
at a luncheon in the president’s dining 
room of the bank’s Administration 
Building. All contestants are seniors at- 
tending the University of Buffalo Law 
School and the problem assigned was 
“Drafting a will using the new Statute 
which will permit testamentary trusts to 
be carried for a longer period of time 
in New York State.” Judging the papers 
were attorneys Adelbert Fleischmann, 
Hyman Davidoff and Alexander Cordes, 
Jr., of the Erie County Bar Association. 
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N. Y.“"COMMUNITY TRUST SETS 
DISTRIBUTION RECORD 


Resources of the New York Community 
Trust increased by 19% in 1958 to a 
market value of $32,818,699 the founda- 
tion’s annual report has disclosed. Ap- 
propriations of $1,400,346 compared with 
$1,219,271 in 1957 and constituted the 
largest annual income distribution in 
the Trust’s history. Grants went to 480 
organizations in 29 states and six for- 
eign countries. 

The Trust now manages 129 philan- 
thropic funds and has completed dis- 
tribution of 27 others. 
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ESTATE PLANNING COUNCIL ACTIVITIES 


Central Arizona — On April 6, Dr. 
Grant Osborn, C.L.U., C.P.C.U., as- 
sociate professor of insurance, Arizona 
State University, spoke on “The Plain 
Truth About Life Insurance.” 

Southern Arizona — On April 20, 
Robert W. Brehmer, assistant vice presi- 
dent and trust officer, Phoenix Title & 
Trust Co., spoke on “A Trust Officer 
Looks at Life Insurance in Estate 
Planning.” 

Los Angeles—On April 20, Ted L. 
Robinson, C.L.U., spoke on “Analysis 
of Use and Misuse of Primary or Excess 
Group Life Insurance.” 

East Bay—Experiences taken from a 
trust officer's note book were discussed 
in two successive sessions — April 13 
and 28 — by Clair O. Harding, as- 
sistant trust officer, Crocker-Anglo Na- 
tional Bank. 

New Haven—On April 27, Jerome L. 
Weinstein. C.P.A., and Frederic Klein, 
attorney, discussed an arbitrary fact 
situation as a basis for “The Continua- 
tion of a Business as a Partnership or 
a Corporation.” 

East Coast, Fla——On April 23, Joseph 
A. McClain, Jr., Tampa attorney, spoke 
on “Testamentary Trusts.” 

Northeast Florida—On April 3, A. M. 
MeNickle, vice president in charge of 
new business activity of Fidelity Trust 
Co., Pittsburgh, spoke on “A Stream- 
lined Course in Selling Insurance and 
Trust Business.” 


Southeast Florida—On April 30 a 


joint meeting was held with the Dade 
County Chapter of Certified Public Ac- 
countants. Guest speakers were drawn 
from the University of Miami Tax Con- 
ference. 

Hawaii—On April 16 the New York 
State Bankers Association trust film, 
“So Little for Eve,” was shown. A panel 
then discussed estate planning solutions 
to the problems portrayed in the film. 
Members of the panel were: Don Hamil- 
ton, Ben Lau, Douglas Takagi and Ken 
Nakamura. 

Indianapolis — On April 16, Ken 
Foster and Ham Gardner covered some 
of the highlights of the Technical 
Amendments Act of 1958 as it applies to 
Section 501(c) (3) Corporations. (Ele- 
emosynary Institutions) This Act pro- 
vides some very advantageous tax treat- 
ment for certain employees. 

Des Moines—On April 6, John S. 
Oden, C.P.A., spoke on “Small Business 
Corporation-Partnerships.” 

Detroit—On April 28, John J. Buck- 
ley, vice president of Provident Trades- 
mens Bank & Trust Co., Philadelphia, 
who is also estate planning consultant 
to Socony-Mobil Oil Co., and Cities 
Service Oil Co., addressed the Council. 

St. Louis—On April 7, Guy Scott 
Freutel, first vice president, Federal Re- 
serve Bank of St. Louis, spoke on “The 
Economic Outlook — Sense and Non- 
sense.” 

Central New Jersey—On April 28, 
Joseph D. Coughlan, C.P.A., tax man- 
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ager, Price Waterhouse & Co., Newark. 
spoke on “The Accountant’s Role in 
Estate Planning.” Officers recently elect- 
ed were: Pres.—Morris Portner, C.P.A.: 
Sec.-Treas.—George F. Baine, Jr., trust 
officer of Monmouth County National 
Bank (re-elected). 

Cleveland — On April 27, Robert 
Shepard of Prescott & Co. and Herman 
Joseph of Joseph, Mellen & Miller spoke 
on “Mutual Funds.” 

Rhode Island—On April 20, Denis 
B. Maduro, New York attorney, author 
and lecturer, spoke on “Estate Planning 
for Corporate Executives.” 

Fort Worth—On April 21, Whitfield 
J. Collins, attorney, spoke on “Pseudo 
Corporations under the 1958 Technical 
Amendments Act — When to Use the 
Election NOT to be Taxed as a Corpo- 
ration.” 

Seattle—On April 15, a “Panel Pre- 
sentation of Estate Problems” was set up 
in two parts. Part I was the “Mary Jones 
Inter Vivos Trust,” presented by Ward 
L. Sax, attorney, and discussed by Orval 
Dreisbach, accountant, Stuart Prestrud, 
a trust man, and Herman Malmberg, a 
life underwriter. Part II was “The Whit- 
ney Will,” presented by David E. Ellison, 
trust officer of Seattle-First National 
Bank, and discussed by Emmett J. Sulli- 
van, accountant, Lawrence Bates, life 
underwriter, and Dan Reaugh, attorney. 
. .. Present membership includes 60 life 
underwriters, 60 attorneys, 41 CPA’s 


and 32 trust men. The By-Laws provide ff 


for 60 members in each category. 
Toronto—On April 7, Lancelot J. 
Smith, F.C.A., discussed “Tax Conse- 
quences of the Purchase and Sale of a 
Business.” 


A AA 


Bank and Bar Sponsor 
Estate Planning Seminar 


Fulton National Bank of Atlanta, in 
cooperation with the Decatur Bar Asso- 
ciation and the Stone Mountain Bar As- 
sociation, held an Estate Planning 
Seminar April 29, at the East Lake Coun- 
try Club. Over 100 members of the 
Decatur and Stone Mountain Bar As 
sociations participated, with James C. 
Shelor, vice president in charge of the 
Trust Department presiding. 

H. E. Camp, Jr., led the discussion on 
Pension and Profit Sharing Retirement 
Plans and Charles Wray led the seminar 
on Investments. R. E. Loughborough 
conducted a one-hour session on the 
mechanics of Estate Planning, and 
Virlyn B. Moore, Jr. discussed Suggested 
Clauses for Wills. All are members of 
the trust department. 
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legislation affecting Trusts and Estates 


(Second 1959 Report) 


ALABAMA 


Act 92: Amends Title 61, Sec. 46 re- 
ating to proof of foreign wills, to 
diminate period of five years from death 
of testator as time within which out-of- 
sate will may be presented to local 
probate judge. 


ARIZONA 


Ch. 79: Amends Sec. 14-622 to change 
yriod within which personal representa- 
tive must file accounting to 30 days after 
expiration of period for filing claims (in 
case of administrator) and seven months 
after appointment (in case of executor) ; 
wpeals Sec. 14-624 on same subject. 

Ch. 80: Amends Sec. 14-1021, to have 
derk rather than court fix day for hear- 
ing trustee’s petition for accounting. 


ARKANSAS 
Act 100: Amends Sec, 61-107 to pro- 


‘vide that heirs of decedent’s spouse shall 


inherit if there be no descendants, an- 


‘cestors, other kin or spouse, 


GEORGIA 


Act 87: 
ninistrator to borrow money to 


Empowers executor or ad- 
pay 


death, income and other taxes upon peti- 


tion to Ordinary. 
Act 93: Amends statute dispensing 


| with administration in certain cases to 


ENR ROE EE Ot 


provide for recording copy of proceedings 
in county other than that where petition 
is filed if property is located in such 
county. 

Act 205: Amends Sec. 113-703 to pro- 
vide that will probated in common or 


*slemn form in state of testator’s resi- 


dence may be admitted to probate in 
like form in this state, upon production 
of exemplification of probate proceedings, 
amends Sec. 113-1002 to provide that 
taxes and tax liens and equity of re- 
demption affecting property set aside for 
year’s support are divested. 

Act 347: Amends statute disqualify- 
lng murderer from benefits in victim’s 
‘state or insurance to eliminate refer- 
ence to that objective as motive for kill- 
ing, 

Act 368: Amends Sec. 108-315 to at- 
tend jurisdiction of superior court to ap- 
Pointment of successor trustee in cases 
of resignation or disqualification of trus- 
tee as well as in cases of death or non- 
residence, 


ILLINOIS 


H.B. 35: Amends Ch, 30, Sec. 163 re- 
lating to distribution of income earned 
during administration of estate to make 
tust of pecuniary legacy entitled to 
share therein and, inter alia, to set 
forth basis for determining income and 
tlarify allocation of tax charges. 
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INDIANA 


H.B. 63: Amends Sec. 7-951 to change 
designation of court in which foreign 
personal representative must file authen- 
ticated copy of appointment from circuit 
court to court having probate jurisdic- 
tion of county in which decedent’s real 
estate, sought to be sold, is situated. 

H.B. 192: Makes obligations of Feder- 
al Land Banks, Intermediate Credit 
Banks and Bank for Cooperative legal 
investments for fiduciaries. 

S.B. 426: Amends Sec. 7-203 relat- 
ing to dispensing with administration to 
substitute “or” for “and” in referring 
to $2,500 widow’s and family allowances. 


KANSAS 


S.B. 38: Amends See. 59-1715 to au- 
thorize estate representative, upon order 
of court, to complete decedent’s contract 
to purchase real property. 

S.B. 323: Exempts employee benefit 
trusts from rules against perpetuities 
and accumulations. 


MAINE 


Ch. 380: Amends Ch. 59, Sec. 19-G 
to extend provisions for payment of 
maximum $500 without administration to 
include deposits in banks and trust com- 
panies as well as savings banks. 


MARYLAND 


Ch. 12: Amends Art. 93, Sec. 119 to 
reduce from nine to six months period 
in which action must be commenced on 
disputed claim against estate. 

Ch. 20: Amends Art. 93, Sec. 329 to 
raise from $2,000 to $4,000 as amount, 
in addition to one-half of residue, 
which spouse may elect to take where 
decedent left no descendants or parents. 

Ch. 37: Amends Art. 93, Sec. 6 to 
increase maximum limit of personal 
representative’s commission on estate ex- 
ceeding $20,000 from 2% to 4%. 

Ch. 140: Amends Art. 93, Sec. 214 to 
increase from $100 to $300 amount which 
may be paid out of estate to minor’s 
natural guardian for past or future sup- 
port. 

Ch. 291: Amends Art. 93, Sec. 10, re- 
lating to attorneys’ fees, to make it ap- 
plicable to services rendered to executor 
or administrator as well as estate. 

Ch. 297: Amends Art. 93, Sec. 260 to 
dispense with administration where es- 
tate consists of not more than two (for- 
merly one) motor vehicles. 


MASSACHUSETTS 
Ch. 22: Amends Uniform Gifts to 
Minors Act to include federal savings 


and loan association within definition of 
“bank.” 


Ch. 125: Authorizes probate court to 
empower receiver of absentee person, as 
well as guardian and conservators, to 
join with other tenant by entirety in 
conveyance, mortgage or lease of real 
estate. 


MINNESOTA 


Ch. 88: Amends Sec. 48.74 to require 
trust institutions to deposit security with 
Commissioner of Banks to cover deposit 
of uninvested fiduciary funds, 


MONTANA 
Ch. 136: Adopts substance of Uniform 


Act for Simplification of Fiduciary 
Security Transfers. 
Ch. 185: Permits bequest to trust 


created by testator or another, including 
funded or unfunded life insurance trust, 
executed before or concurrently with will 
even though same be amendable or re- 
vocable or in fact subsequently amended; 
unless otherwise provided in will, prop- 
erty shall become part of inter vivos 
trust and administered in accordance 
with terms, including any amendments, 


but entire revocation shall invalidate 
bequest. 
Ch. 213: Adopts American common 


law rule against perpetuities. 
Ch. 277: Adopts Uniform Principal 
and Income Act. 


NEVADA 


Ch. 40: Makes legal for fiduciary in- 
vestment farm loan bonds and obliga- 
tions issued by Federal land banks and 
intermediate credit banks. 

Ch. 298: Amends Sec. 123.030 relat- 
ing to forms in which spouses may hold 
title to change “husband or wife” to 
“husband and wife;” makes Sec. 123.250, 
relating to disposition of community 
property upon death of either spouse, 
applicable whether such property was 
acquired prior or subsequent to July 1, 
1957. 

Ch. 331: Exempts banking corporation 
from requirement of bond as executor 
or administrator unless specifically or- 
dered by court. 

Ch. 396: Amends Sec. 150.220 relating 
to preference of claims against estate 
to increase amount of wages preferen- 
tially payable from $200 to $600 for 
work done within three months prior 
to death of employer. 

Ch. 468: Provides that income earned 
during Administration belongs to estate 
and may be used to pay debts and ex- 
penses. 


NEW HAMPSHIRE 


S.B. 37: Amends Sec. 556:27 to re- 
quire attorney general or director of 
register of charitable trusts as party to 
any compromise agreement affecting 
charitable interest in estate. 


NEw MExIco 


Ch. 46: Exempts employee benefit 
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trusts from rules against perpetuities 
and accumulations, 

Ch. 56: Makes Urban Renewal Law 
Bonds legal investments for fiduciaries. 

Ch. 147: Amends Sec. 29-1-9 to pro- 
vide that on death of husband entire 
community property, without administra- 
tion, belongs to wife subject to husband’s 
power of testamentary disposition over 
one-half, and to establish conclusive pre- 
sumption of intestacy if no will is filed 
within six months. 


NEW YORK 


Ch, 93: Amends Insurance Law Sec. 
147(1) to permit issuance of insurance 
upon life of minor under 14 years 6 
months in excess of $1,500 if policy is 
effectuated and premiums paid by per- 
son having insurable interest in minor 
and latter is not dependent upon such 
person for support and maintenance. 

Ch. 118: Amends Tax Law Sec. 249-n, 
setting estate tax rates, to make first 
bracket $50,000 instead of $150,000 (less 
exemptions) and rate thereon 2% in 
lieu of 1%; 3% on new bracket be- 
tween $50,000 and $150,000; 4% on new 
next bracket to $300,000 (formerly 2% 
up to $200,000); and increasing by 1% 
rates on succeeding brackets beginning 
at 5% and ending with 21% on excess 
over $10,100,000. 

Ch. 125: Amends Tax Law Sec. 
249-z(4) to permit Tax Commission to 
extend time for payment of estate tax 
on remainder interest included in estate 
for period up to two years six months 
from date of termination of precedent 
interest. 

Ch. 126: Amends Tax Law Sec. 249-r 
(3) to conform with provisions of Feder- 
al Technical Changes Act of 1958 re- 
lating to estate tax treatment of pay- 
ments under employee pension plans and 
similar contracts. 


Ch. 150: Adopts Uniform Act for 
Simplification of Fiduciary Security 
Transfers. 

Ch. 170: Amends Surrogate’s Court 


Act Sec. 59(4) to obviate necessity of 
mailing copy of published citation to in- 
fants under 14, 

Ch. 233: Repeals Model Gifts of 
Securities to Minors Act and substitutes 
Uniform Gifts to Minors Act. 

Ch. 452: Amends Real Property Law 
Sec. 43 to provide that after Sept. 1, 
1959 successive estates for life shall not 
be limited except to persons in being at 
creation thereof. 

Chs. 453 & 454: Repeal old rule 
against accumulations and provide that 
direction to accumulate is valid if it be- 
gins within time allowed for vesting of 
future estates and terminates at or be- 
fore expiration of that time; any exten- 
sion beyond that period is lopped off. 

Chs. 456 & 459: Amend Sec. 11 of 
Personal Property Law and Sections 42 
and 178 of Real Property Law to make 
1958 change in rule against perpetui- 
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ties (eliminating limitation to two lives) 
applicable to instruments effective after 
Sept. 1, 1958, exercising powers of ap- 
pointment granted prior thereto (revers- 
ing) traditional theory that rule in ex- 
istence on date of creation of power gov- 
ern permissible period). 

Ch. 580: Abrogates rule that transfer 
of personal property or deposit in bank 
account in names of husband and wife 
creates right of survivorship only in 
wife and no present interest; interest 
created is same as if parties were not 
husband and wife. 

Ch. 689: Amends Decedent Estate 
Law Sec. 838 to increase’ surviving 
spouse’s share from one-third to one- 
half where there is only one surviving 
child (or representative of sole prede- 
ceased child) and no representative of 
predeceased child; change does not apply 
to right of election under Sec. 18. 


NorTH DAKOTA 


H.B. 716: Amends Sec. 30-1604 to 
subject homestead to claims of county 
for prior relief and state claims for re- 
payment of old age assistance and dis- 
ability benefits. 

S.B. 156: Repeals Secs. 47-0304-5 
limiting accumulations to period of minor- 
ity. 

S.B. 270: Amends Sec. 30-1101 to dis- 
qualify husband of widow of decedent 
as guardian of such decedent’s minor 
children, and eliminate disqualification 
of decedent’s partner as executor or ad- 
ministrator. 


TENNESSEE 


Adopts Uniform Act for 
of Fiduciary Security 


Ch. 246: 
Simplification 
Transfers. 


VERMONT 


H.B. 52: Amends Sec. 3055 relating 
to escheat to make it applicable to es- 
tates of persons dying testate as well as 
intestate. 

H.B. 156: Amends Sec. 8778 to permit 
bank deposits in name of more than 
one person as trustee. 


WASHINGTON 


Ch. 41: Restates language of Sec. 
11.36.010 relating to right of nonresident 
person to serve as executor or adminis- 
trator. 

Ch. 116: Permits bequest to trust 
created by testator or another, including 
funded or unfunded life insurance trust, 
executed before or concurrently with will 
even though same be amendable or re- 
vocable or in fact subsequently amended; 
unless otherwise provided in will, prop- 
erty shall become part of inter vivos 
trust and administered in accordance 
with terms, including any amendments, 
but entire revocation shall invalidate 
bequest. 








Ch. 124: Enacts “Washington Trust 
Act” setting forth rights, duties and 
powers of trustees, and providing » ules 
for actions in tort and contract. 

Ch, 146: Saves any provision violat- 
ing rule against perpetuities (common 
law) to extent permitted thereunder (in- 
cluding specifically any portion of lives 
in being), and provides for distribution 
of trust assets during and at termina- 
tion of valid period; period is calculated 
from date of delivery in case of irre- 
vocable inter vivos trust and date of 
death in cases of revocable inter vivos 
and testamentary trusts. 

Ch. 202: Adopts Uniform Gifts to 
Minors Act. 


























































































WEST VIRGINIA 











S.B. 18: Provides that in appropriate 
cases court may award cash in lieu of 
assignment of dower in decedent’s real 
estate. 

S.B. 182: Gives devisee or beneficiary 
who is sui juris right to disclaim devise 
or bequest within two months after ad- 
mission of will to probate, or final dis- 
position on appeal; disclaimed property 
passes as direct by will in such event or 
in absence of provision as if disclaimant 
predeceased testator. 

S.B. 230: Amends Sec. 4216 to add 
as permissible fiduciary investments de- 
bentures issued under Federal Farm 
Loan Act and those issued by Banks for 
Cooperatives and Federal National Mort- 
gage Association. 

S.B. 238: Authorizes personal repre-f 
sentative to pay over estate funds to 
general receiver of circuit court if where- 
abouts of claimant or distributee are—} 
unknown, or for any other reason, with 
consent of commissioner of accounts. 

S.B. 279: Amends Sec. 4152 to re 
quire unsuccessful claimant against es-f 
tate to pay costs of recording testimony 
at hearing and to permit commissioner 
to reauire bond as condition precedent to 
hearing. 

H.B. 212: Amends Sec. 4759 to give 
adopted child right to inherit from and 
through lineal and collateral kindred of 
adopting parent as well as from and 
through latter. 

Ch. 292: Provides for apportionment 
of estate taxés among persons interested 
in estate. 
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WYOMING ' 

Ch. 170: Adopts Uniform Act for 
Simplification of Fiduciary Svcurity 
Transfers. : 





Ch. 171: Adopts Uniform Esta‘e Tax 
Apportionment Act. 
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@ Henry Broéckenbrough, trust of'-cer of 
State-Planters Bank of Commer? and 
Trusts, Richmond, recently addres ed the 
Stonewall Court Civic Associaton 
“Wills and Estate Planning.” 
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RIGHTS OF NON-RESIDENT TRUST COMPANIES 


rust 
and TO ACT AS ANCILLARY FIDUCIARY+ 
uies 
‘This chart, compiled as of March 1959, is reproduced by permission of Probate Attorneys Association 
dlat- (International) 10962 W. Pico Boulevard, Los Angeles 64, from whom complimentary copies may be had. 
mon 
(in- GUARDIAN OR 
od TRUSTEE GUARDIAN OF COMMITTEE OF 
1ves NAMED IN PROPERTY PROPERTY OF 
‘tion ADMINISTRATOR EXECUTOR WILL OF MINOR INCOMPETENT 
‘ina-f dlabama Yes (1) Yes (1) Yes(1) Yes (1) Yes (1) 
ated#™m Alaska a No provision for ancillary appointments 
irre Adzona ——__ No No Yes (5) No No 
a \rkansas ee eae aes -Yes Yes No No (6) No (6) 
aa Galiformia |. No No No No No 
Colorado eee, Yes Yes Yes No 
faenecnicut No Yes (1) Yes (1) No (6) No (6) 
S TOME Delaware -Yes (1) Yes (1) Yes (1) Yes (1) Yes (1) 
District of Columbia Yes Yes Yes Yes Yes 
. Lees. No No No (7) No No 
a Yes (1) (4) Yes(1) (4) Yes (1) (4) Yes (1) (4) Yes (1) (4) 
P Hawaii No No No No No 
a No No No No No 
U OfMF Indiana Yes (2) Yes (2) Yes (2) Yes (2) No 
real & [llinois --Yes (1) Yes (1) Yes (1) Yes (1) Yes (1) 
lowa Yes (8) Yes (8) Yes (8) Yes (8) Yes (8) 
ives Seees Yes Yes Yes Yes Yes 
svise fm Kentucky ...._.No No Yes Yes (6) Yes (6) 
- ad. Louisiana Yes Yes No Yes Yes 
dis- Maine ---- Yes Yes Yes Yes Yes 
i Maryland Yes (1) Yes (1) Yes (6) Yes (1) (6) Yes (1) (6) 
r - a Lk Yes (1) Yes (1) Yes (1) Yes (1) Yes (1) 
fichigan —..-- No No No No No 
nant & \innesota -Yes (1) (4) Yes (1) (4) Yes (1) (4) Yes (1) (4) Yes (1) (4) 
Mississippi Yes (1) Yes (1) Yes (1) Yes (1) Yes (1) 
add ® Missouri - --Yes (1) (9) Yes (1) (9) Yes (1) (9) Yes (1) (9) Yes (1) (9) 
; de- @ Montana No No No No No 
‘arm Nebraska --No No No No No 
; for Nevada a No No No No 
lort- New Jersey --No Yes (1) (3) Yes (1) (3) Yes (1) (3) No 
New Hampshire - No No No No No 
— od Mexico Yes . Yes | | No | | No No 
ae ee Yes (1) or (8) Yes (1) or (8) Yes (1) or (8) Yes (1) or (8) Yes (1) or (8) 
s j North Carolina _No No No No (6) No (6) 
1ere- North Dakota... Yes (1) Yes (1) Yes (1) Yes (1) Yes (1) 
aree Ohio Wes (4) (5) Yes (1) (5) Yes (1) (5) Yes (5) Yes (5) 
with) Oklahoma 2 Weta Yes (1) Yes (1) No No 
a No No No No No 
- ye- Pennsylvania Yes (1) Yes (1) Yes (1) Yes (1) Yes (1) 
- es- I Rhode Island a Yes (1) Yes (1) Yes (1) Yes (1) Yes (1) 
nony —o a — Yes Yes Yes Yes Yes 
oner 1 i bY akota —____ No No No No _No 
nt to — -~Yes (1) or (10) Yes (1) or (10) Yes (1)or(10) Yes (1) or(10) Yes (1) or (10) 
exas --No No No No No 
. Utah a No No No No 
give Vermont a Yes(1) (8) (11) Yes (1) (8) (11) No No 
and @ Virginia No No No No No 
d of Washington nee No No No No No 
and Vest Virginia No No No No No 
Wisc onsin ....No No No No No 
ment Wyoming ——--—--------—- No No (12) No (13) No (6) No (6) 
asted (1) “RECIPROCAL” —provided a trust company qualifying as ancillary, provided statutory 
} or national bank of this state may act in procedure is followed. 
such capacity in the state of incorporation (7) But may receive bequests of money or in- 
of the nonresident trust company or national tangible personal property. 
; bank which seeks to act in this state. (8) Subject to court approval. 
H (2) Provided it acts in conjunction with a resi- (9) Limited to trust companies of adjoining or 
for i dent of this state. next adjoining states and subject to court 
arity (3) Provided it is named in the will. e189 a oa not ae wast 
( ae : P n conjunction with a resident. 
: » ele i a ee and national (11) Provided at least 65% of estate is invested 
Tax (5) Provided it obtains license to do business eng = erating rongg 
ah Wecihuis: teldiaiel eae th . . : (12) But a national bank may act. 
personal prop- (13) Unless qualified to do business in the state 
erty and proceeds of real estate without which would be difficult. 
er of tn th oe i oe erat ARKANSAS ° IDAHO (unless very small 
oe be 0 ea ee Sete will ordinarily amount involved ¢ KENTUCKY (as to admini- 
Peet bell over to the omiciliary fiduciary cash _ strator, executor and committee of incompe- 
s-curities held by them in the name of a tent—but not required as to testamentary 
n on a aiden unless ancillary proceedings are trustee and guardian of infant) * NEBRASKA 
tst_ completed. * NORTH CAROLINA (as to administrator, 
aves May 1959 


executor and testamentary trustee; as to guar- 
dian of minor and committee of incompetent, 
although ancillary appointment not required, 
statutory procedure must be followed) * ORE- 
GON (but up to $500 will be paid to foreign 
administrator or executor) * TENNESSEE « 
UTAH * WASHINGTON (unless very small 
amount involved) * HAWAII (unless very 
small amount involved) * WYOMING (ex- 
cept in Laramie County). 
2: 

In the following states, while ancillary ad- 
ministration is not required, a court order 
must first be obtained in the jurisdiction where 
the cash or securities are deposited before 
banks will turn them over to the domiciliary 
fiduciary: LOUISIANA * MAINE ¢« MICHI- 
GAN « MISSISSIPPI * SOUTH CAROLINA. 

3. 

In the following states, banks will (where 
no local fiduciary has been appointed) ordi- 
narily turn over to the domiciliary fiduciary 
cash or securities held by them in the name 
of a nonresident without first requiring an- 
cillary proceedings. In most instances the de- 
cision will rest on how large or small the 
amount involved may be. Generally speaking, 
the banks will require tax waivers (except for 
guardians of minors or incompetents), proof 
of appointment, affidavit of nonresidence, aff- 
davit of no local creditors and affidavit of no 
pending application or necessity for ancillary 
letters. In some cases a bond may be required. 
ALABAMA (after lapse of 60 days from de- 
cedent’s death and recording in probate office 
of exemplified copy of letters) * ALASKA »* 
ARIZONA (as to administrator, executor or 
trustee; but as to minors and incompetents, 
court order required) * CALIFORNIA (after 
publication of notice to creditors for 4 weeks 
and after lapse of 3 months from date of first 
publication) * COLORADO « CONNECTI- 
CUT *« DELAWARE « DISTRICT OF CO- 
LUMBIA (after lapse of 6 months from de- 
cedent’s death although, at times, immediate 
payment will be made out of state banks; no 
waiting period where minors or incompetents 
are involved) * FLORIDA (after lapse of 3 
months from appointment of domiciliary fidu- 
ciary * GEORGIA « ILLINOIS « INDIANA 
¢ IOWA * KANSAS « MARYLAND « MAS.- 
SACHUSETTS (but bank may require license 
to be obtained by special statutory proceed- 
ing brought in Probate Court—this is in lieu 
of ancillary administration) * MINNESOTA 
¢ MISSOURI (after lapse of 6 months after 
appointment of domiciliary administrator, ex- 
ecutor or trustee; no such waiting period as 
to guardian of infant or committee of incompe- 
tent) © MONTANA * NEVADA ¢ NEW JER- 
SEY « NEW MEXICO (as to administrator, 
executor or trustee; but as to minors and in- 
competents, court order is required) * NEW 
HAMPSHIRE (unless amount is large) °* 
NEW YORK * NORTH DAKOTA * OHIO * 
OKLAHOMA * PENNSYLVANIA ¢ RHODE 
ISLAND « SOUTH DAKOTA * VERMONT * 
VIRGINIA (after lapse of 90 days from de- 
cedent’s death provided amount is less than 
$1,000; over that amount must advertise for 
4 weeks and wait 30 days) * WEST VIR- 
GINIA *« WISCONSIN * WYOMING (limited 
to Laramie County). 

a 
@ David W. Putnam, vice president of 
City National Bank and Trust Co., 
Columbus, addressed the Ohio State Bar 
Association’s District Eight meeting on 
Joint and Survivorship Property. 
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FUIDUCI 
DECISIONS 








ADEMPTION — Sale of Some Shares 
of Stock Specifically Bequeathed 
Does Not Work Ademption as to 
Proceeds Remaining at Death 


Massachusetts—Supreme Judicial Court 
Walsh v. Gillespie, 1959 Mass. 23. 


T bequeathed to A and B “all Du 
Pont stock that I may have at the time 
of my death.” At the time of the execu- 
tion of the will, T owned 100 shares. 
Subsequently, M was appointed her con- 
servator and sold 50 shares of the stock 
for T’s support. T died a few months 
later, and at that time the conservator 
had approximately $10,000 of the pro- 
ceeds of the sale in his hands unex- 
pended. One of the legatees filed a peti- 
tion to have her rights determined in 
the unexpended portion of the proceeds. 
She did not claim any part of the pro- 
ceeds which had been expended on be- 
half of the testatrix. 

HELD: The bequest of the stock was 
a specific bequest and subject to ademp- 
tion. The sale of the 50 shares did not 
operate, however, as an ademption as to 
the unexpended balance remaining in 
his hands at the death of the testatrix. 
(The opinion contains an exhaustive and 
valuable discussion of the law as to 
ademption and the particular problem 
involved here.) 


CLaims — Alleged Felonious Killing 
by Beneficiary Does Not Give Basis 
for “Claim” Against Her Estate 


Kansas—Supreme Court 
In re Estate of Lytle, 184 Kan. 304. 


Edwin Lytle and his wife Zelda, both 
suffering from an incurable disease, died 
intestate ten days apart, he first. Dur- 
ing the period within which a claim 
could be filed against Zelda’s estate un- 
der the nonclaim statute, collateral heirs 
of Edwin filed a petition to strike items 
of property from the inventory on file. 
The substance of said petition was to 
the effect that Zelda, in order to sur- 
vive Edwin and inherit his property, 
had deliberately and maliciously with- 
held proper medical treatment from her 
husband, thus shortening his life. In ef- 
fect this conduct amounted to a felonious 
killing which would bar Zelda from in- 
heriting any of Edwin’s property, and 
thus the collateral heirs were entitled 
to inherit all of his property and the 
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property should be stricken from the in- 
ventory of Zelda’s Estate. 

The administrator made a motion to 
transfer the matter to the district court, 
which was sustained. After the period 
had run to file claims in the estate of 
Zelda, the collateral heirs on two dif- 
ferent occasions attempted to amend 
“their claim” by asserting alleged rights 
to inherit from Edwin based on oral 
contracts. The claim and amendments 
thereto were denied and the claimants 
appealed. 

HELD: The original claim as filed was 
not a claim or demand against Zelda’s 
estate within the meaning of G. S. 1949, 
59-2237. It did not allege any indebted- 
ness or liability on the part of Zelda 
running to claimants, and it did not seek 
to obtain anything from her estate, as 
such, The alleged claim was merely an 
assertion by the collateral heirs of their 
alleged rights to inherit as Edwin’s 
heirs and a motion to strike all of his 
property from the inventory of Zelda’s 
Estate. If the two amendments could 
be considered as “claims” against Zelda’s 
estate, they were properly denied because 
there was no “claim on file to amend 
and the nonclaim statute had run, 


DISTRIBUTION — Class Determined 
as of Death of Predeceased Lega- 
tee 


Pennsylvania—Supreme Court 
Metzgar Estate, 148 A. 2d 895. 


Testator in a will dated in 1914 gave 
his estate to his wife for life, and from 
and after her death to his brothers and 
sisters then living in equal shares. The 


wife died in 1936. At that time two sis- 
ters of testator were living. Testator 
died in 1955, survived by one sister and 
a niece who was the daughter of the 
other sister who was living in 1936, 
The lower Court awarded the estate one- 
half to the sister and one-half to the 
niece. The sister appealed. 

HELD: Affirmed. The general rule 
was that a class is to be determined as 
of the date of death of the testator. This 
was changed by Section 14-(4) of the 
Wills Act to the time when the gift takes 
effect in enjoyment. This was a class 
gift but the rules must yield to the con- 
trary intent evidenced by this will. 
When the testator used the phrase “then 
living” in juxtaposition to the clause 
“from and after her death,” he fixed the 
event on which the class would be de- 
termined as his wife’s death and not 
his own. While it may have been testa- 
tor’s intent that the language of the 
will apply only if his wife survived him, 
for the Court to add such a contingency 
would be an alteration of the will as 
made. The fact that testator knew for 
19 years that such a factual situation 
could not occur does not alter the situa- 
tion. 


FIpucIARIES — Administrator of In- 
solvent Estate Liable for Failure to 
Withhold Taxes in Operation of 
Business 


California—District Court of Appeal 


Estate of Dwyer, 168 A.C.A. 325 (Feb. 26,5 


1959). 


The administratrix of Dwyer’s estate,f 
pursuant to court order, continued the 
operation of his painting business and 
completed performance of existing con-f) 
tracts. She failed to pay to the Unitedf 
States the tax on wages required to bef 
withheld and the estate became insolvent.f 

HELD: The administratrix should bef 
surcharged in whatever amount was 
found to be due the United States. Ap- 
parently the surety on her bond was 
liable, but that liability could not be 
fixed until the amount of the liability 
of the administratrix had been deter- 
mined by the Probate Court. 
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Girrs — Gifts of Corporate Stock 
and United States Savings Bonds 
Effective Upon Registration in 
Name of Donee 





Washington—Supreme Court 
153 Wash. Dec. 





Stringfellow v. Stringfellow, 
593. 

From 1949 through 1955, Virgil String- 
fllow and his wife made annual pur- 
chases of $1,000 United States Savings 
Bonds, Series “E,”’ and caused them to 
le issued in the name of their minor 
gn, William, the plaintiff in this action. 
In 1945, the father and mother paid for 
15 shares of bank stock and caused the 
certificate to be registered in the son’s 
name. The admitted intention of the 
parents was to make gifts to their son, 
but the father retained possession of 
the stock certificate and the bonds. At 
























Christmas 1958, the parents paid for 88 
additional shares of bank stock issued 
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in the son’s name and the father wrote 
a letter to the son describing the stock 
as a Christmas gift from the parents, 
in addition to the 75 shares given the 
previous Christmas. The letter con- 
duded: “Will you please return the cer- 
tificate to my office to be placed in safe- 
keeping with the other one.” The parents 
were divorced in 1958. Thereafter, Wil- 
liam, having attained his majority, sued 
his father for the stock and bonds. There 
was no controversy over the 88 shares 
of bank stock mentioned in the letter. 
The Trial Court granted judgment for 

















S the plaintiff. 






HELD: Affirmed. The defendant 
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and bonds because he did not deliver the 
certificate and the bonds to his son. But 
the father and mother, with intent to 
make a gift, caused the issuance of the 
stock certificate in the son’s name, The 
) father who never had title to the stock 
| retained possession of the stock certifi- 
tate as bailee for safekeeping. The par- 
ents, when they bought the stock and 
had the certificates issued in their son’s 
name with present intention to make a 
gift, had taken all steps necessary to 
vest title in their son. The same rule 
applies to the bonds. When the donor 
furnishes the consideration for United 
States savings bonds, and with the pres- 
ent intention of making a gift, causes 
the United States to register the donee 


as’ owner of the bonds, the gift is com- 
Plete. 






















) Jot TENANCY — Devise Construed 
) as Joint Estate for Life Not Sub- 
ject to Severance 







Missouri—Supreme Court 


Hunter v. Hunter, 320 S.W. 2d 529. 





; Testatrix died in 1951, leaving a will 
which she devised to her mother and 
‘ister “as joint tenants with the right 
of survivorship, all of the real estate 
Which I may own at the time of my 
death.” In 1956 testatrix’s mother deeded 
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the remainder in a one-half interest in 
the property to the plaintiff, reserving 
a life estate in herself. 

After testatrix’s mother died, plaintiff 
brought suit to determine title to the 
property, contending that she owned a 
one-half interest in it under the deed. 
Testatrix’s sister claimed ownership of 
the entire property as the survivor of a 
joint tenancy under the will with right 
of survivorship. The trial court entered 
a decree in favor of plaintiff on the 
theory that the conveyance to plaintiff 
severed the joint tenancy and gave 
plaintiff a one-half interest as a tenant 
in common with testatrix’s sister. The 
sister appealed. 


HELD: Reversed, with instructions to 
enter a decree cancelling the deed to 
plaintiff and removing the cloud of the 
deed from the defendant’s title. 

This was a case of first impression in 
Missouri. It turned upon whether the 
devise created a joint tenancy in the 
fee or whether it created a joint life 
estate with a remainder to the survivor. 
If the devise had been to the mother 
and sister as joint tenants and nothing 
more, then by force of Section 474.480, 
R.S. Mo. 1949, and by operation of law, 
a joint estate in fee would have been 
created with the right of survivorship. 
In that case the right of survivorship 
could be defeated and the joint tenancy 
severed by a conveyance of one of the 
joint tenants. 

The case was decided on the basis of 
interpretation of the will. The Court 
concluded that the testatrix, by the lan- 
guage of her will, intended to devise to 
her mother and her sister a joint estate 
for life and the survivor to take the 
fee. Considerable reliance was placed 
upon the English case of Quarm v. 
Quarm. 


POWERS OF APPOINTMENT — Gen- 
eral Devise Constitutes Exercise — 
Appointee’s Mistaken Assumption 
as to Non-exercise Not Renuncia- 
tion 

Massachusetts—Supreme Judicial Court 


Second Bank-State Street Trust Co. v. Yale 
University Alumni Fund, 1959 Mass. 283. 





A trust, created in 1934, provided that 
the income should be paid to the settlor 
(Henry) for life, and after his death 
to his brother Frank for life and on 
the latter’s death the balance of the 
fund to Yale University Alumni Fund. 
Henry reserved the right to revoke the 
trust, and also the power to dispose by 
will of the whole or any part of the 
fund after his death. The trust also pro- 
vided that if Frank survived Henry he 
could at any time or times call for pay- 
ments of principal, the balance remain- 
ing on his death, if any, to go to the 
Alumni Fund. 

Henry died in 1942, leaving a will by 
which he gave “all of my estate, real, 
personal and mixed, absolutely and in 
fee simple” to his brother Frank, After 
Henry’s death the trustee continued to 
hold and administer the trust, paying 
the income to Frank, or held it for his 
directions until his death. 

Frank died in 1955, leaving a_ will 
dated 1946 in which he divided his estate 
among four charities, not including the 
Yale Alumni Fund. Frank was a resi- 
dent of Massachusetts; Henry had died 
a resident of Pennsylvania. The trustee 
filed a petition for instructions as to 
who was entitled to the trust fund. The 
probate judge ruled that (1) Henry’s 
will exercised his power of appoint- 
ment; (2) there was no renunciation by 
Frank; and (3) the trust fund was pay- 
able to Frank’s estate. 

HELD: Affirmed. First, a general 
residuary clause operates to exercise a 
power of appointment unless the will 
shows a contrary intent. The question is 
not whether the will shows affirmatively 
an intention to exercise the power, but 
whether it shows affirmatively an inten- 
tion not to exercise it. 

Second, while an appointee under a 
power may renounce the gift, the re- 
nunciation must be clear and _ un- 
equivocal. In this case Frank was clearly 
unaware of the legal situation by which 
he was entitled to claim the trust fund. In 
making as executor a Federal estate tax 
return on Henry’s estate, he answered 
“no” to the question whether or not the 
decedent had exercised a power of ap- 
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pointment. Likewise Frank made no at- 
tempt to withdraw any of the principal 
of the trust. That he mistakenly con- 
sidered that the trust continued accord- 
ing to its original intention did not show 
any intention to renounce the gift. 


SPOUSE’s RIGHTS — Election under 
Law of Succession Not Chargeable 
with Jointly Owned Property 


Oklahoma—Supreme Court 
McSpadden v. McSpadden, 331 P. 2d 471. 


The husband made a will naming his 
wife and others as legatees and de- 
visees. He subsequently transferred some 
of his property into joint ownership of 
husband and wife with the right of sur- 
vivorship. The wife elected to take under 
the law of succession rather than under 
the provisions of the will. 

HELD: The fact that the wife would 
thereby receive more of the husband’s 
property than he may have originally in- 
tended did not require the wife to be 
charged in distribution of assets with 
property transferred into joint owner- 
ship in view of the fact that the trans- 
fers contained no limitations, and in 
absence of showing that they were in- 
tended as advancements. 


WILLs — Construction — Common 
Disaster Clauses Applied Although 
Deaths Did Not Occur as Result 
Thereof 


New York—Appellate Division, First Dep. 
Matter of Brew, 183 N.Y.S. 2d 321. 


Testator bequeathed his residuary es- 
tate to his wife and then provided: 


“In the event that my said wife, Agnes 
M. Brew, should predecease me or that 
she and I should die together or die as 
the result of a common disaster, even if 
it is positively proven that my said wife 
survives me, yet if her death follows mine 
so closely that she does not have the 
actual use and benefit of the bequests 
and devises to her made in this, my Last 
Will and Testament, then it shall be con- 
sidered that my said wife died first and 
I survived her.” 


In such event the testator bequeathed 
his residuary estate to his sisters. The 
wife was named executor and it was pro- 
vided that if any of the above contingen- 
cies occurred, a sister was to serve as ex- 
ecutor. 

The testator died on March 11, 1956. 
His wife, who had been ill for several 
years, died 41 days later. The wife did 
not take any steps to probate the will 
or qualify as executor. The question 
presented was: Does the residuary es- 
tate pass to the wife’s estate or to the 
sisters? 

HELD: The estate passed to the sis- 
ters. The testator intended that his 
residuary estate was to pass to his wife, 
but if she died before her actual use 
and benefit thereof, the estate was to 
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pass to his sisters. This intention is not 
to be frustrated because the draftsman 
failed to anticipate the wife’s death soon 
after the testator’s, unrelated to a com- 
mon disaster, and resulting in the wife 
not having the use and benefit of the 
residuary estate. The residuary estate 
vested in the wife conditioned upon her 
actual use and benefit thereof, and as 
the condition was not fulfilled the wife’s 
interest was divested in favor of the 
sisters. (Two Justices dissented.) 


WILLS — Construction — Determin- 
ation of Shares Allocable to A and 
B Trusts 


Kentucky—cCourt of Appeals 


Harlan National Bank v. Brown, 317 S.W. 2d 
903. 


In Paragraph IV of his will, the 
testator gave one half the residue of 
his estate in Trust A for his surviving 
spouse for life with a testamentary 
power in her to appoint the corpus. In 
Paragraph V, the other one half, “not 
disposed of in Paragraph IV,” was given 
in Trust B for the benefit of his chil- 
dren by prior marriages and their de- 
scendants. Paragraph VI provided that 
“in dividing the residue of my estate 
into two equal parts for the purpose of 
setting up Trust A and Trust B, there 
shall be included as a part of the corpus 
of Trust A only “750 shares of a cer- 
tain coal company “owned by me at the 
time of my death, the remainder of 
such stock owned by me to constitute a 
part of Fund B.” 

Of the 2,146 shares outstanding at the 
time the will was executed, the testator 
owned 1,930 and the surviving spouse 
215. As a result of a stock dividend, the 
testator owned 2,568 shares at the time 
of his death and the surviving spouse 
285. 

The day before her remarriage, the 
surviving spouse executed a will in which 
she gave her shares and certain other 
property to a trust for the benefit of 
her father, brother and sister; and she 
appointed the corpus of Trust A to her 
estate for distribution in accordance with 
the provisions of her will. After her mar- 
riage, she executed a codicil reviving the 
will, 

The surviving spouse died during the 
pendency of a suit brought to interpret 
the will and determine the trustee’s 
duties. The second husband renounced 
her will in favor of his statutory share, 
and sought to have included in her 
estate the corpus of Trust A. 

HELD: The testator’s intention could 
be ascertained from the provisions of 
the will; hence, he did not die intestate 
and the corpus of Trust A was not a 
part of the estate of the surviving spouse 
for the purpose of measuring the second 
husband’s statutory share. 

Only the original 750 shares should 
be included in the corpus of Trust A 
and the remainder, including the divi- 


dend shares, were a part of Trust B. 
Rejecting the argument that the limita- 
tion in Paragraph VI should “give way” 
so as to allow one half of the residue 
to be included in Trust A, the Court 
concluded that the testator’s intention 
was that the residue be divided equally, 
but not necessarily that both trusts be 
of equal value. The 750 shares passed 
not as residue, but as “a particular leg- 
acy, either specific, demonstrative or 
general.” 

Testator provided that his surviving 
spouse would have the power to vote 
the shares held in both trusts, but no 
provision was made for the exercise of 
such power after her death. It was held 
that his executor had the power to vote 
the shares during the administration of 
the estate. 

The two shares which were not held in 
the name of either the testator or the sur- 
viving spouse were held under a trust 
agreement entered into with the testator 
prior to the execution of the will. It was 
held that these shares were held as 
trustee for the testator and should be 
included in the corpus of Trust B. 


WILLs — Construction — Devise so 
Long as Widow Remained on Pre- 
mises Created Life Estate Only 


Pennsylvania—Supreme Court 
Bowman Estate, 149 A. 2d 56. 


Testator died in 1931 survived by his 
widow and two children and two chil- 
dren of a prior marriage. His will gave 
his real and personal estate to his widow 
so long as she saw fit to remain on the 
premises, make repairs and pay the 
taxes. She was also given $300 in re- 
payment of a loan. In the event she died 
before him, he gave his entire estate 
to his four children by name. 

The widow died intestate in 1955, hav- 


ing remained on the premises, making 


the repairs and paying the taxes. In 
addition to the two children 
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testator, she also had two children by af 


prior marriage. The latter children filed 
a petition for a declaratory judgment, 
declaring the four children of the widow 
to be owners in fee of the real estate. 
The two children of testator by his 
prior marriage opposed the petition. 


The lower Court decided that there 


was a life estate in the widow, with an 
intestacy as to the remainder, and 
awarded the real estate one-third to the 
widow and two-thirds to testator’s four 
children. The petitioners thus received, 
through the widow, one-twelfth each. 
They appealed. 
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HELD: Affirmed. The provision that 
the widow was to have the real and pel- 


sonal estate so long as she remained onf} 


the premises shows as clearly as lal 
guage can that testator intended to limit 
her enjoyment of the property. If he had 
intended her to have a fee estate, it 
would have been unnecessary to give het 
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the $300. It is evident that he wished the 
hhildren of his own blood to benefit and 
i cannot be assumed that he contem- 
jated a situation whereby two of his 
dildren would be excluded from sharing 
his estate, Kautz v. Kautz, 365 Pa. 450 
is distinguished on the ground that the 
yll here shows an intent to give the 
yidow the personal use of the property, 
yhile in the Kautz case the widow could 
ave leased the property to strangers. 


WiLLs —— Construction — Residuary 
Clause Disposing of “Funds Re- 
maining after Settlement of My 
Estate” Did Not Apply to Real Es- 
tate Acquired After Execution of 
Will 

Massachusetts—Supreme Judicial Court 
Salter v. Salter, 1959 Mass. 143. 


Clause 1 of the will gave “my estate 
inStephentown, N. Y.” toa nephew John. 
(lause 2 gave “any funds remaining af- 
tr the settlement of my estate” to 
gandnephews and grandnieces. After 
the execution of the will the testatrix 
sld the Stephentown property and pur- 
chased an estate in Rockport, Mass. On 
this petition for construction, those 
daiming under Clause 2 argued that 
Clause 2 was a general residuary clause 

i and the Rockport property passed under 
it, The heirs at law claimed an intestacy, 
as Clause 2 applied only to money, se- 
curities, ete. 

HELD: Considering the will as a 
| whole and circumstances surrounding it, 
) the testatrix intended by the word 
| “funds” only money, securities, etc. as 
to which it was a residual clause. The 
) Rockport real estate, not having been 

disposed of, passes to the heirs at law 
pas intestate property. 


| WiLtLs — Construction — Rule in 
Shelley’s Case Applied 
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South Carolina—Supreme Court 
Woodle v. Tilghman, 107 S.E. 2d 5. 


Testatrix devised a tract of land “to 
| Della Mooneyham (now about 15 years 
of age) for life only and then unto the 
lawful issue of her body, and if she 
| should die without children then to Rob- 
ett Harper’s children ***.” The will was 
» ‘Xeeuted in 1889 and testatrix died in 
sthe same year. Della Mooneyham (she 
having married a Woodle) died in 1933 
survived by seven children, the re- 
Spondents. 

In 1908, after the birth of several chil- 
dren, she had given a fee simple deed 





pencnniat 





to appellant’s predecessors in title. The 
lower court held that the devisee took 
only a life estate, and that her children 
Were entitled to the fee. 


: HELD: Reversed. The words “lawful 
'ssue of her body” were words of limi- 
tation and not of purchase. The rule in 
Shelley’s Case was in force in South 
Carolina at the death of the testatrix, 
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and consequently, Della took a fee con- 
ditional estate which upon the birth of 
issue became a fee simple estate. There- 
fore, her deed to the premises in 1903 
conveyed fee simple title. 

NOTE: The rule in Shelley’s case 
was abolished by statute in 1924. 


WILLS — Construction — Who En- 
titled to Remainder of Trust 


Massachusetts—Supreme Judicial Court 


First Safe Deposit National Bank v. Comstock, 
1959 Mass. 139. 


A codicil to the will created a trust to 
pay the income to A for life and on her 
death to distribute the principal and 
accumulated income “among the legatees 
named in the Seventeenth Article of my 
last will in equal shares.” The Seven- 
teenth Article bequeathed legacies to 
several religious or charitable organiza- 
tions. The assets of the estate were in- 
sufficient to pay the legacies in full, so 
that the legatees all took percentage 
cuts. There was, accordingly, no residue 
for the residuary legatees, who were 
“the legatees named in the Seventeenth 
Article . . . in equal shares. 

The trustee’s account was based on the 
position that the remainder of the trust 
went to the Article Seventeenth legatees 
as such and not as residuary legatees. 
Therefore they were entitled to the 
remainder. The appellants contended that 
these legatees took as residuary legatees, 
and as there was no residue, they were 
not entitled to anything; but the remain- 
der should have been distributed pro 
rata among all the legatees to make up 
deficiencies. 

HELD: It was not necessary to refer 
to the residuary clause at all. The codicil 
provided that the remainder was to be 
distributed to the legatees named in 
Article Seventeen of the will. 


WILLs — Joint & Mutual — Will Re- 
voked by Marriage Remains Evi- 
dence of Contract 


Oregon—Supreme Court 
Schomp v. Brown, 335 P. 2d 847. 


In 1947, the Schomps executed recipro- 
cal wills which were later replaced in 


1950, by subsequent reciprocal wills each 
having identical provisions and _ both 
members of the marriage signing the 
wills of each other. Under Article IV 
of the will of Mr. Schomp, residue was 
bequeathed to Mrs. Schomp. However, a 
large portion of the property owned by 
the two parties, as husband and wife, 
was owned as an estate by the entirety 
which went to the survivor without the 
necessity of probate. 

Under Article V of the will, if the 
wife predeceased the testator or if both 
parties should lose their lives in the 
same accident, or if the wife should die 
prior to the distribution to her of the 
assets of the estate, then the residue 
was to be divided equally among their 
five children by previous marriages. The 
will of Mrs. Schomp contained similar 
provisions, 

Mr. Schomp died in 1954. Subsequent- 
ly Mrs. Schomp remarried. The trial 
court entered a decree in favor of the 
plaintiffs. 

HELD: Reversed. Even though Mrs. 
Schomp’s will was revoked upon her re- 
marriage, the agreement which underlies 
the contractual wills was irrevocable if 
the survivor took advantage of the pro- 
visions made by the other. If the agree- 
ment be breached, any party in interest 
who suffers thereby has a remedy in. an 
action at law. The reciprocal or mutual 
will, even though revoked, would still 
stand as evidence of the contract. 

In Article IX of the reciprocal wills, pro- 
vision was made that the survivor shall 
not have the right to devise or bequeath 
the property which shall come to him or 
her under said will, save in accordance 
with the terms of the reciprocal wills, 
although the survivor may, during his 
or her lifetime, dispose of the said prop- 
erty as he or she may see fit in his or 
her discretion, but the survivor shall 
not have the right to increase or de- 
crease the share of any of the named 
contingent legatees by gift or other 
means, direct or indirect. The devise 
to the surviving spouse created an abso- 
lute fee title which could not be taken 
away or diminished by any subsequent 
or general expressions of doubtful im- 
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port. It was clearly the intent of the 
respective testators to provide for the 
eventual devolution of the surviving 
spouse’s estate if any part thereof re- 
mained at the time of the survivor’s 
death. If the surviving spouse made a 
gift to any one of the contingent de- 
visees, a gift of equal value would have 
to be made to the others. 

Inasmuch as the surviving spouse was 
still alive, the obligation to make a new 
will embodying the provisions relating 
to the children still continues. The record 
gave no reason to believe that she would 
avoid this duty. These facts cannot be 
determined until the survivor’s death. 


WILLs — Probate — Imprisonment 
Does Not Toll Statute of Limita- 
tions on Contest by Heir 


Missouri—Supreme Court 
Black v. City National Bank and Trust Co., 
321 S.W. 2d 477. 


Section 408.580, R.S.Mo. 1949, provides: 


“If any person interested in the probate 
of any will shall appear within one year 
after the date of the probate or rejection 
thereof, and, by petition to the Circuit 
Court of the County, contest the validity 
of the will, or pray to have a will proved 
which has been rejected, an issue shall 
be made up whether the writing produced 
be the will of the testator or not... 


Section 468.600 provides: 


‘If no person shall appear within the 
time aforesaid, then probate or rejection 
of such will shall be binding, saving to 
infants and persons of unsound mind, 
like period of one year after their respec- 
tive disabilities are removed.” 


The plaintiff, who was an heir of the 
testator was confined to a penal institu- 
tion in Texas, when the will was ad- 
mitted to probate. Within a year after 
probate the plaintiff filed an instrument 
in the Probate Court which the Appellate 
Court assumed would have been suffi- 
cient to state a cause af action, had it 
been filed in the proper court. The 
Probate Court returned the instrument 
to the plaintiff with the statement that 
it had no jurisdiction. Thereafter, and 
more than a year after the probate of 
the will, plaintiff filed similar petitions 
in the Circuit Court. The Circuit Court 
dismissed the petitions on the ground 
they were barred by the statute. 

HELD: Affirmed. The case came with- 
in the general rule that the bringing of 
an action in a court without jurisdic- 
tion does not interrupt the running of 
the statute of limitations. It is to be 
distinguished from cases where there 
is legal authority for a court to transfer 
a petition wrongfully filed with it to 
the proper court, and a statute specifical- 
ly provides an additional period when the 
plaintiff suffers a nonsuit. 

This case also came within the general 
rule that imprisonment cannot affect the 
running of limitations. 
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WHO’s THE most important? As an attorney, 
you'll agree it is your client. To the Connecticut 
General man there is no more important indi- 
vidual. And you'll find evidence of this every- 
where in the notes he’s brought you. 


As you look them over, an amazingly accurate 
picture of your client emerges. Every asset is 
listed. The CG man seems to know exactly the 
future your client is working for...and his 
study helps to determine how each asset is 
helping him reach it. Where any one isn’t pull- 
ing its weight, the CG man has a thoughtful 
recommendation for a more productive use. 


He’s calling the second most important person he knows...you! 


All the fact-digging has been done by the CG 
man...an important saving of your time. Now 
more rapidly you will be able to give your client 
the full benefit of your analysis and counsel. 


A phone call, then a personal visit... and the 
study notes. Simply, pleasantly...this is how a 
profitable lifetime association for you and your 
client may begin. 
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